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Dear Mr. Strickland:

On behalf of NationsBanc Leasing Corporation of North Carolina, I
ubmit for filing and recording under 49 U.S.C. Section 11303(a) and the

regulations promulgated thereunder, executed counterparts of a primary
document, not previously recorded, entitled Master Equipment Lease
Agreement ("Lease"), made as of November 2,1992.

DONELAH CLEARY, WOOD s MASER, P. C.
ATTORNEYS AND COUNSELORS AT LAW

SUITE 85O

1275 K STREET, N. W.

WASHINGTON, D. C. 2OOO5-AO7S

TELEPHONE: <soa> 371-9500
TELECOPIER: <sos> 371-0900

2-311A037
'ik r**

i (
U2S

November^, 1992 NOV G 1992-1 so PM
INTERSTATE COMMERCE COMMISSION

|The parties to the enclosed Lease are:

NationsBanc Leasing Corporation
of North Carolina
NationsBank Corporate Center

i 100 North Tryon Street
i 12th Floor
jCharlotte, North Carolina 28255-0001
i

Northern States Power Company
414 Nicollet Mall
Minneapolis, Minnesota 55401

LESSOR

LESSEE JK;

;,.; —a

§ ~*~
" r-o

!
The said Lease covers, among other things, the leasing by the Lessor to

the Lessee of those certain one hundred thirty five (135) coal cars.

[The units of equipment covered by the Lease are 135 coal cars identified
NSPX 92-001-92-135.

i

<A short summary of the document to appear in the ICC Index is as
follows:

I "Lease of 135 Coal Cars NSPX 92-001-92-135."

Enclosed is a check in the amount of sixteen dollars ($16.00) in payment
)f the filing fee.



DO

Once the filing has been made, please return to bearer the stamped
ounterparts of the Lease not needed for your files, together with the fee receipt,

t ic letter from the ICC acknowledging the filing, and the two extra copies of
lis letter of transmittal.

| Very truly yours,

ELAN, CLEARY. WOOD 8 MASER. P. C. - 2 -

Allen H. Harrison, Jr.
Attorney for the purpose ofthfy
filing for NationsBanc Leasing
Corporation of North Carolina

', Tie Honorable Sidney L. Strickland, Jr.
ecretary

Interstate Commerce Commission
Vashington, D.C. 20423

Enclosures

YHAND
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MASTER EQUIPMENT LEASE AGREEMENT soNOV 6 1992
\M*mt COMMERCE COMMISSION

MASTER EQUIPMENT LEASE AGREEMENT, dated as of November 2,
92 (as supplemented from time to time the "Agreement") between
TIONSBANC LEASING CORPORATION OF NORTH CAROLINA, a North
roliria corporation (the "Lessor") having its principal place of
siness at NationsBank Corporate Center, 100 North Tryon Street,
1007•< 12-01, Charlotte, North Carolina 28255-0001 and NORTHERN
ATES POWER COMPANY, a Minnesota corporation (the "Lessee"),
ving its principal place of business at 414 Nicollet Mall,
nneapolis, Minnesota 55401.

In consideration of the mutual covenants and agreements
reinafter set forth, the parties hereto agree as follows:

1.1 Definitions. Unless the context otherwise requires,
e following terms shall have the following meanings for all
rposes of this Agreement and shall be equally applicable to
th the singular and the plural forms of the terms herein
fined:

"Acceptance Date" means the date on which Lessor entered
to the Overall Transaction with respect to the particular items
the Equipment and Lessee unconditionally accepted the

E<|uipment for lease hereunder, as evidenced by the execution and
livery of the Lease Supplement related to the Equipment and
ted such date.

"Acquisition Cost" means an amount equal to the sum of (a)
e total cost paid by Lessor for or in connection with the

Equipment, plus (b) all excise, sales and use taxes paid by
ssor on or with respect to the acquisition of the Equipment,
us (c) Transaction Costs, less (d) the total cost paid by
ssor'for or in connection with those particular items of the

Equipment which have been the subject of an Event of Loss and for
ich an amount equal to the Casualty Loss Value for such items
Equipment has been paid in full to Lessor.

"Acquisition Expiration Date" means March 31, 1993.

"Affiliate" means any corporation or other entity of which
curities or other ownership interests having ordinary voting
wer to elect a majority of the board of directors or other
rsons performing similar functions are at the time directly or
directly owned by Lessee.

"Appraisal Procedure" means the following procedure for
termining the Fair Market Sales Value of any property: If
ther party to this Agreement shall have given written notice to
e other party requesting determination of such value by the
praisal Procedure, the parties shall consult for the purpose of
pointing a qualified independent appraiser by mutual agreement,
no such appraiser is so appointed within 15 days after such
tice| is given, each party shall appoint a qualified independent
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appraiser within 20 days. If one party, but not the other,
appoints an appraiser pursuant to the preceding sentence, then
the appropriately appointed appraiser shall conduct the
appraisal. Any appraiser or appraisers appointed pursuant to the
foregoing procedure shall be instructed to determine the Fair
Market1 Sales Value of such property within 30 days after his or
t leir appointment. If the parties shall have appointed a single
appraiser, his determination of values shall be final. If 2
appraisers shall be appointed, the values determined shall be
averaged. The parties shall share equally the costs and expenses
oE the; appraiser or the appraisers, as the case may be.

"Assignee" means any Person to whom Lessor or ciny Assignee
is made any assignment, sale or transfer referred to in Section

114 (b) hereof.

"Basic Payment" means the amounts payable for the Equipment
iring the Term pursuant to Section 7(a) hereof.

h

"JBasic Payment Date" means each date on which a monthly
asic Payment is due and payable as provided in Section 7(a)
ereof.

"Basic Payment Factor" means the Basic Payment Factor set
orth |on Schedule A hereto.

'IBasic Payment Period" means each monthly period beginning
ith the date one (1) calendar month after the Acceptance Date
nd ending with the date immediately preceding the eighth annual
nniversary of the Acceptance Date.

i

"Business Day" means any day other than a day on which
itanking institutions in the State of North Carolina are
.uthorized or required by law to close.

?Casualty Loss Value" means as of any Casualty Loss Value
Date during the Term an amount determined by multiplying (a) the
Acquisition Cost for all Equipment subject to an Event of Loss
::or which a casualty loss payment has not been previously made
under!the Agreement by (b) the percentage set forth opposite such
(pasualty Loss Value Date on Schedule B hereto.

fCasualty Loss Value Date" means the last day of each Basic ~
Payment Period for which Basic Payments are payable during the
Term.j

"Code" means the Internal Revenue Code of 198€i, as amended
Erom time to time.

^Consolidated Affiliate" means at any date any Affiliate or
•ther entity the accounts of which would be consolidated with
hosei of Lessee in its consolidated financial statements if such
statements were prepared as of such date.

I
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-*( "Consolidated Tangible Net Worth" means at any date the
consolidated stockholders' equity of Lessee and its Consolidated
Affiliates, less their consolidated Intangible Assets, all
itermined as of such date. For purposes of this definition
ntangible Assets" means the amount (to the extent reflected in

determining such consolidated stockholders' equity) of (a) all
write-ups (other than write-ups resulting from foreign currency
t ranslations and write-ups of assets of a going concern business
made within 12 months after the acquisition of such business) in
t!ie book value of any assets owned by Lessee or .a Consolidated
Affiliate and (b) all goodwill, patents, trademarks, service
marks,'trade names, copyrights, organization or developmental
e:cpenses and other intangible assets.

"Covered Income Tax" shall have the meaning given to such
tferm in Section 18 hereof.

"Default" means any event which with the giving of notice or
t}ie passage of time or both would result in an Event of Default.

"Equipment" means the equipment described in Exhibit A
hfereto delivered on the Acceptance Date, together with any Parts
( including replacement Parts) which may from time to time be
incorporated in such equipment or other property and title to
wjiich shall have vested in Lessor.

"ERISA" shall have the meaning given to such term in
sction 21(k) hereof.

"Event of Default" shall have the meaning given to such term
Section 22 hereof.

i
"Event of Loss" with respect to any item of Equipment means

ahy of the following events: (a) loss of any item of Equipment or
of the; use thereof due to theft or disappearance during the Term,
o: the non-existence of any item of Equipment at the expiration
0 r termination of the Term prior to its expiration, (b)
d jstrubtion, damage beyond repair, or rendition of a.ny item of
E juipment permanently unfit for normal use for any reason
wiatsoever, (c) any damage to any item of Equipment which results
1 i an insurance settlement with respect to such item of Equipment
01 the, basis of a total loss, or (d) the condemnation,
c3nfiscation, seizure, or requisition of use or title to any item
oE Equipment by any governmental authority under the power of
eminent domain or otherwise.

"Expiration Date" means the date immediately preceding the
eighth, annual anniversary date of the Acceptance Date.

i

"Fair Market Sales Value" means the value which would obtain
i i an arm's length transaction between an informed a.nd willing
biyer and an informed and willing seller under no compulsion to
ssll. If the parties are unable to agree on the Fair Market
Sales Value within 30 days of Lessor's giving of notice as
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dspecified in Section 23(c) hereof, such Fair Market Sales Value
shall be determined by the Appraisal Procedure.

"Improvement" shall have the meaning given to such term in
Section 12 hereof.

"Lease Supplement11 means a Lease Supplement and Acceptance
Certificate substantially in the form of Exhibit B hereto, to be
executed by Lessor and Lessee for the Equipment, in accordance
with tlie provisions of Section 4 hereof.

I !
"Liens" means any liens, mortgages, encumbrances, pledges or

s4curity interests of any kind.

"Maximum Cost" means the sum of $7,900,000.00.

"Maximum Lessee Risk Amount" for the Equipment means the
percentage set forth in Schedule C hereto under the heading
MiLximum Lessee Risk Amount multiplied by the Acquisition Cost.

"Maximum Lessor Risk Amount" for the Equipment means the
percentage set forth in Schedule C hereto under the heading
Maximum Lessor Risk Amount multiplied by the Acquisition Cost.

"Net Proceeds of Sale" means the net amount received by
2ssorj from a third party purchaser of the Equipment pursuant to
sale!of the Equipment under Section 29 (c) hereof.

"Option Election Notice Date" means the date serven and one-
alf (7-1/2) years after the Acceptance Date.

"bverall Transaction" means all of those transcictions
rjaferred to in, provided for in, or contemplated by, this
Ajreement, including, without limitation, the financing,
aeration and management of the Equipment.

"Overdue Rate" means the lesser of the maximum rate
permitted by applicable law and a per annum interest; rate equal
to the' Transaction Rate for the Equipment plus 100 basis points.

"iParts" means all appliances, parts, instruments,
ppurtjenances, accessories and miscellaneous property of whatever
aturei that may from time to time be incorporated or installed in
r attached to or otherwise part of the Equipment.

Payments" means Basic Payments and Supplemental Payments.

"l Permit ted Contests" means any contest by Lessee with
zfespect to any Lien, tax or imposition referred to in Sections 15
r 18 jhereof, and any contest by Lessor with respect to any Lien,
ax or imposition referred to in Section 8(b) hereof, so long as
essee or Lessor (as the case may be) shall contest, in good
aith[and at its expense, the existence, the amount or the

•vjalidity thereof, the amount of the damages caused thereby, or
he extent of its liability therefor, by appropriate proceedings
hichido not result in (a) the collection of, or other
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realization upon, the tax, assessment, levy, fee, rent, charge,
ILen or encumbrance so contested, (b) the sale, forfeiture or
IDSS of any item of Equipment or any Part, or the Paiyments or any
pDrtion thereof, (c) any interference with the quiet enjoyment
and use of any item of Equipment or any Part thereof, or (d) any
terference with the payment of the Payments or any portion

thereof. The party initiating any such contest shall pay, and
s ive harmless the other party against, any and all losses,
jidgments, decrees and costs (including, without limitation, all
reasonable attorneys' fees and expenses) in connection with any
sich contest and shall promptly after the final settlement,
CDmpromise or determination (including any appeals) of such
contest, fully pay and discharge the amounts which shall be
levied, assessed, charged or imposed or be determineid to be
piyable therein or in connection therewith, together with all
inalties, fines, interests, costs and expenses thereof or in

connection therewith, and perform all acts, the performance of
wpich shall be ordered or decreed as a result thereof.

i
"Permitted Lien" means a Lien permitted by the provisions of

action 15 hereof.

"Permitted Sublease" means a sublease (a) which complies
wJLth the requirements of Section 14 hereof (b) the term of which
s lall in no event exceed the then remaining portion of the Term
aid (c) immediately prior to the commencement of the: term of
Wiich, ,and after giving effect to which, there shall exist no
Default or Event of Default.

i

"Person" means any individual, corporation, partnership,
jtint venture, association, joint stock company, trust,
trustee(s) of a trust, unincorporated organization, or government
: governmental authority, agency or political subdivision

thereof.

"Purchase Agreement" means the Purchase Agreement dated as
the date hereof between the Seller and Lessor.I

"Replacement" shall have the meaning given to such term in
jction 12 hereof.

"Replacement Item" means any item of equipment conveyed to
isson pursuant to Section 16(b) hereof in replacement of any
em of Equipment.

"Required Alteration" shall have the meaning given to such
;rm in Section 12 hereof.

"Sales Expenses" means (a) all property, excise, sales and
uie taxes and other taxes (as such may be applicable to the sale

• transfer of the Equipment), (b) all fees, costs and expenses
such sale or transfer of the Equipment (including, without

.mitation, fees, costs and expenses of attorneys or those
isociated with transportation, storage, security or insurance)
curred by Lessor and (c) any and all other amounts incurred in
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qonnection with such sale or transfer of the Equipment for which,
f not paid, Lessor would be liable or which, if not paid, would
cjonstitute a Lien on the Equipment, or any Part.

^Seller" means Trinity Industries, Inc., a Delaware
corporation.

!
"Supplemental Payments" means all amounts, liabilities and

cjbliga'tions which Lessee assumes or agrees to pay hereunder to
essor or others, including, without limitation, payments of
Casualty Loss Value and indemnities, but excluding Basic
Payments.

"Term" means the period of ninety-six (96) consecutive
cjalendar months from and including each Acceptance Date, unless
tftiis Agreement is sooner terminated pursuant to the provisions
ireof.

"Third Party Purchaser" means a third party purchaser of the
E|quipment in accordance with Section 29 hereof.

"Transaction Costs" means all fees, costs and expenses
incurred by Lessor or Lessee relating to the acquisition, sale or
ransfer of the Equipment from the Seller (including, without
Imitation, any filing or search fees, the fees, costs and
qpensjes of the attorneys for Lessor and Lessee, special

Interstate Commerce Commission counsel, and those Persons
ssociated with the transportation, storage, security or

insurance of the Equipment).

"Transaction Rate" means a rate of interest equal to the
clirrent yield in the secondary market of United States Treasury
scurities of substantially the same amount as the Acquisition

Cast referenced in the Lease Supplement for such Equipment and
hiving a term to maturity of not less than 75 months from the
c Dmmencement of the Term for such Equipment as referenced in such
aase Supplement.

"Warranty Bill of Sale" shall have the meaning given to such
srm in Section 3(a)(vii) hereof.

The words "this Agreement", "herein", "hereunder", "hereof",
r other like words mean and include this Agreement and the Lease
ipplement and any amendment and supplement hereto or thereto.

i
2. Agreement for Lease of Equipment; Covenant of Quiet

Efaiovment. Subject to, and upon all of the terms and conditions
: this Agreement, Lessor hereby agrees to lease to Lessee and
;ssee hereby agrees to lease from Lessor, the Equipment for the
;rm. Provided that no Event of Default has occurred and is

continuing, Lessor agrees that it shall not interfere with
isseefs quiet enjoyment and use of the Equipment during the
m. Lessor or any Assignee shall not grant or allow any Liens

to be placed on the Equipment other than as permitted in
:cordance with the provisions of Section 8(b) hereof.
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3. Conditions Precedent. The obligations of Lessor to
purchase the Equipment and to lease the same to Lessee and enter
iijito the Overall Transaction are subject to:

(a-1) the delivery to Lessor on the closing date of this
Agreement of the following documents each in form and substance
satisfactory to Lessor:

; (i) Lessee's articles of incorporation, by-laws and
resolutions, all of which shall be certified, with such
resolutions authorizing the Overall Transaction and Lessee's
execution, delivery and performance of this Agreement and an
incumbency certificate of Lessee containing the name(s),
title(s) and specimen signature(s) of the person(s)
authorized on behalf of Lessee to execute this Agreement;

! (ii) a written opinion of counsel for Lessee in form
and substance satisfactory to Lessor;

j
• (iii) a certificate of insurance evidencing the
coverages required under Section 17 hereof;

i
(iv) [Intentionally Omitted];

! (v) Uniform Commercial Code filings as deemed
appropriate by Lessor's counsel duly executed by Lessee;

i

l (vi) [Intentionally Omitted]; and

I (vii) the Purchase Agreement duly executed by the
Seller; and

j (viii) a legal opinion of Donelan, Cleary, Wood & Maser,
P.C., special Interstate Commerce Commission counsel to
Lessor; and

i
(a-2) the delivery to Lessor on the respective closing

ates|for the various items of Equipment referenced in each Lease
upplement of the following documents each in form and substance
atisfactory to Lessor:

(i) a certificate of insurance evidencing the
coverages required under Section 17 hereof;

ii
(ii) the Lease Supplement, duly executed by Lessee and

Lessor, and dated the Acceptance Date;

(iii) Uniform Commercial Code filings as deemed
appropriate by Lessor's counsel duly executed by Lessee;

(iv) a full warranty bill of sale (the "Warranty Bill
pf Sale") specifically referring to each item of the
Equipment, duly executed by the Seller in favor of Lessor
and dated the Acceptance Date; and
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(v) an update to the legal opinion of Donelan, Cleary,
Wood & Maser, P.C., special Interstate Commerce Commission
counsel to Lessor; and

(b) The fulfillment to the satisfaction of Lessor as of
Acceptance Date of the conditions specified in the following

provisions:

(i) the absence on the Acceptance Date of any Liens on
tne Equipment, other than any Permitted Lien of the type
specified in Sections 15(a) or (b) hereof;

(ii) the Acquisition Cost will not exceed the Maximum
Cost;

(iii) the Acceptance Date shall be a date between and
inclusive of the date hereof and the Acquisition Expiration
Date;

(iv) Lessee shall have paid all fees and expenses due
and owing with respect to the Overall Transaction on or
prior to the Acceptance Date; and

(v) Lessor shall have received such other documents,
appraisals, certificates, financing statements and other
items, in form and substance satisfactory to Lessor, as
Lessor may reasonably require.

I 4f. Delivery and Acceptance of Equipment. Lessor shall not
be liable to Lessee for any failure or delay in obteiining the
Equipment or making delivery thereof. Lessor hereby appoints
L2ssee| as Lessor's agent for the sole and limited purpose of
accepting delivery of each item of the Equipment. On the
Acceptance Date Lessee shall promptly inspect each item of
Equipment, and unless Lessee gives Lessor prompt written notice
of any! defect in or other proper objection to any item of such
Equipment, Lessee shall promptly upon completion of such
inspection execute and deliver to Lessor the Lease Supplement,
dated the Acceptance Date. Various items of the Equipment may
qave different Acceptance Dates that will be referenced in
ifferent Lease Supplements. Lessor shall also pay to the Seller
he Acquisition Cost of the Seller's Equipment if all of the
onditjions precedent specified in Section 3 hereof have been
[ulfililed to Lessor's reasonable satisfaction. The execution of
Ihe Lease Supplement by Lessee and Lessor shall evidence that the
ach item of Equipment has been accepted under this Agreement,
pon and subject to all of the terms, conditions and provisions
Hereof and shall constitute Lessee's unconditional and
rrevocable acceptance of the Equipment for all purposes under
his Agreement. Lessee's execution of the Lease Supplement shall
donstitute Lessee's acknowledgement and agreement that, as
Between Lessor and Lessee, each item of Equipment has been
inspected to Lessee's satisfaction, is in good operating order,
repair and condition, is of a size, design, capacity and
rianufacture selected by Lessee, that each item of Equipment is
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ly certified or licensed by any governmental entity which is
charged with issuing such certificates or licenses, that Lessee
is! satisfied that each item of Equipment is suitable for its
purpose, that Lessor has made no warranty, expressed or implied,
w:.th respect to any item of Equipment and that Lessee has
unconditionally accepted each item of Equipment under this
Agreement.

I
5. Term. The Term for lease of the Equipment hereunder

sljiall commence on the Acceptance Date, and unless sooner
rminated in accordance with the provisions of this Agreement,

s lall end on the Expiration Date.

6. Expiration Date Delivery of Equipment.

o
t
a
w
w

a

11
1 (a) Delivery to Lessor. If this Agreement shall be in

force and effect and Lessee shall not have elected to
irchase the Equipment in accordance with Section 29 hereof, then
i the'Expiration Date Lessee shall deliver, at Lessee's expense,

Equipment to Lessor (or to a third party to which the
Eijuipment shall be sold pursuant to said Section 29) . Lessee
all deliver the Equipment to a location or locations within the
mtinental United States as specified in writing by Lessor or

s|ich third party recipient. The terms of this Section 6 shall
ply to Lessee's delivery of the Equipment. At the time of such
turni to Lessor or delivery to the third party, each item of

Equipment (and each part or component thereof) shall (i) be in
od operating order in accordance with the "interchange rules"
theiAmerican Association of Railroads ("AAR") and the rules of
e Federal Railroad Administration ("FRA"), and in the repair
d condition as when originally delivered to Lessee, ordinary
ar and tear from proper use thereof excepted, and refurbished
lere necessary, (ii) be capable of being immediately operated by
third party purchaser or third party lessee without further
ispection, repair, replacement, alteration or improvement, (iii)
in accordance and compliance with any and all statutes, laws,
dinances, rules and regulations of any Federal, state or local
vernmental body, agency or authority applicable to the use and
eration of such item of Equipment, and (iv) be free and clear
all Liens, other than those granted or placed thesreon by
ssor1 or Assignee.

7. Payments.

(a) Basic Payments. Lessee hereby agrees to pay
ssor| Basic Payments for the Equipment throughout the Term, in
nsecutive monthly installments, in accordance with wire
ansfer instructions delivered by Lessor to Lessee. Each

ninthly installment shall be in an amount equal to the Basic
yment Factor set forth on Schedule A hereto multiplied by the

Acquisition Cost. Each Basic Payment shall be payable in
rears, on the last day of the Basic Payment Period to which
ch Basic Payment corresponds.
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! (b) Supplemental Payments. Lessee agrees to pay
Lessor, or to whomsoever shall be entitled thereto as expressly
provided herein, all Supplemental Payments promptly as the same
sliall become due and owing, and in the event of any failure on
t!ie part of Lessee to pay any such Supplemental Payment hereunder
Lessor, shall have all rights, powers and remedies provided for
herein or by law or equity or otherwise in the case of nonpayment

Basic Payments.

I (c) Method of Payment. If the date that any Payment
due is other than a Business Day the Payment otherwise payable

on such date shall be payable on the next succeeding Business
Day. All Basic Payments and Supplemental Payments required to be
made by Lessee to Lessor hereunder shall be made in good funds
and in United States dollars. In the event of any assignment to
an Assignee pursuant to Section 14(b) hereof, all payments which
a:re assigned to such Assignee, whether Basic Payments,
Supplemental Payments or otherwise, shall be paid in the same
nuinner specified herein for payments to Lessor at such address as

ill be designated by such Assignee. Time is of the essence in
connection with the payment of Basic Payments and Supplemental
Payments.

8;. Net Lease; Lessor Liens.

(a) Net Lease. This Agreement is a net lease and
Lesseejacknowledges and agrees that Lessee's obligations
hereunder, including, without limitation, its obligations to pay
aM Payments payable hereunder, shall be absolute and
unconditional under any and all circumstances and shall be paid
thout notice or demand and without any abatement, reduction,W .Liiv_>u.L, m-n_j_^_c: \J±. u<=uid.i.iu. Q.XJ.U. «J. Oiiwi-iv, any CUUGLLGUICIXI. , J_«=VJA

diminution, setoff, defense, counterclaim or recoupment
whatsoever, including, without limitation, any abatement,
reduction, diminution, setoff, defense, counterclaim, or
recoupment due or alleged to be due to, or by reason of, any
past, present or future claims which Lessee may have against
Lessor^ any Assignee, or the manufacturer of any item of the
E<juipment, any Part or unit or component of the Equipment, or any
o :her Person for any reason whatsoever; nor, except as otherwise
e;cpressly provided herein, shall this Agreement terminate, or the
obligations of Lessee be otherwise affected, by reason of any
defect in any item of the Equipment, any Part or unit or
component of the Equipment, the condition, design, operation or ~
f .tness for use thereof, any damage to, or any loss or
destruction of, any item of the Equipment, any Part or unit or
component of the Equipment, or any Liens or rights of others with
respect to any item of the Equipment, any Part or unit or
component of the Equipment, any prohibition or interruption of or
oUher restriction against Lessee's use, operation or possession
o:: anyi item of the Equipment, any Part or unit or component of
the Equipment, for any reason whatsoever, or any interference
w:.th such use, operation or possession by any Person or entity,
or by reason of any failure by Lessor to perform any of its
obligations herein contained, or by reason of any other
indebtedness or liability, howsoever and whenever arising, or
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Lessor or of any Assignee or of Lessee to any other Person, or by
easori of any insolvency, bankruptcy or similar proceedings by or

ajgainst Lessor, any Assignee, any guarantor of Lessee's
obligations or Lessee, or for any other reason whatsoever,
whether similar or dissimilar to any of the foregoing, any
present or future law to the contrary notwithstanding; it being
the intention of the parties hereto that the Basic Payments and
Supplemental Payments payable by Lessee hereunder shall continue
to be payable in all events and in the manner and at the times
herein provided, without notice or demand, unless the obligation
to pay the same shall be terminated pursuant to the express
provisions of this Agreement.

(b) Lessor Liens. Notwithstanding Section 8(a),
Lessor or Assignee shall not directly or indirectly create,
incur,! assume or suffer to exist any Lien on or with respect to
any item of Equipment (other than the security interest granted
in this Agreement or any such Lien subject to a Lien Contest,
hereinafter defined) ("Lessor Lien"). Lessor or Assignee shall,
at its own expense, promptly pay, satisfy and otherwise take such
ction as may be necessary to keep each such item of. Equipment
ree and clear of, and duly discharge, any Lessor Lien.

Notwithstanding anything to the contrary in this Agreement,
Lessee shall, at the end of the Term, have the right to setoff
aay Payment due hereunder by the amount of any Lessor Lien.
Prior to any such setoff, Lessor or Assignee shall have the right
to contest the validity of the Lessor Lien ("Lien Contest"). In
ttie event of a Lien Contest, NSP shall have the right to withhold
a ay amount subject to setoff until resolution by Lessor or
Assignee of the Lien Contest.

9,. Lessor's Title; Grant of Security Interest; Equipment
tb be and Remain Personal Property.

(a) Lessor's Title. Title to each item of the
Equipment shall at all times remain in Lessor and at no time
daring the Term shall title become vested in Lessee.

(b) Grant of Security Interest; Equipment to be and
Remain Personal Property. This Agreement is a leases intended as
3curity. Lessee hereby grants to Lessor a security interest in

tie Equipment and all proceeds thereof as collateral security for
tie payment and performance by Lessee of Lessee's obligations as ~
2ssee; hereunder. It is the intention and understanding of both
2ssor and Lessee, and Lessee shall take all such actions as may
3 required to assure, that the Equipment shall be and at all

times remain personal property, notwithstanding the manner in
wiich £he Equipment may be attached or affixed to realty. Lessee
slall obtain and record such instruments and take such steps as
miy be necessary to prevent any Person from acquiring any rights
ii the Equipment by reason of the Equipment being claimed or
semed to be real property. Upon request by Lessor, Lessee shall

oatain, and deliver to Lessor valid and effective waivers, in
jcordable form, by the owners, landlords and mortgaigees of the
sal property upon which the Equipment or any item of Equipment
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is located or certificates of Lessee that it is the owner of such
real property or that such real property is not leased and/or
it ortgaged.

10. Use of Equipment; Compliance with Laws. Lessee agrees
that each item of Equipment will be used and operated only (a)
for purposes or operations in the ordinary course oil its business
and (b) in the manner set forth in, and.in accordance with, the
terms, conditions and provisions of the insurance policy or
policies providing the coverages specified in Section 17 hereof.
In no event shall Lessee use or operate any item of Equipment, or
kaowingly permit any item of Equipment to be used or operated,
for any purpose for which such item of Equipment is not designed
or reasonably suitable, or in any fashion that may reasonably
subject such item of Equipment to any Liens, other than Permitted
Liens, or in any area excluded from coverage by any such
insurance policy or policies. Lessee further agrees that each
item of Equipment will be used and operated in the conduct of
Lessee's business and in compliance with all statutes, law,
ordinances, rules and regulations of any Federal, state, local or
foreign government or governmental authority having jurisdiction
with respect to the use, operation, maintenance, condition and
occupancy of any item of Equipment (including, without
limitation, all zoning, environmental protection, pollution,
smitary and safety laws). Lessee will not load, use, operate,
or store any item of Equipment, or knowingly permit the loading,
using, operating or storing of any item of Equipment, in a
negligent manner or otherwise in violation of this Agreement or
s D as to void any of the insurance coverages specified in Section
17 hereof respecting any item of Equipment. Lessee shall procure
aid maintain in effect all licenses, certificates, permits,
approvals and consents required by Federal, state, local or
foreign laws or by any governmental body, agency or authority, in
connection with the delivery, use, operation, maintenance,
condition and occupancy of each item of Equipment. The Equipment
will at all times be and remain in the control of Lessee except
as Lessee's relinquishment of control of an item of Equipment is
specifically permitted by this Agreement and except while an item
o: Equipment is undergoing maintenance. To the extent that any
applicable law requires the licensing or certification of an
operator of any item of the Equipment, each such operator shall
b'» duly licensed and currently certificated and qualified to
operate such item of Equipment and authorized by the terms of (in
accordance with the provisions and requirements of) the insurance
policy or policies providing the coverages specified in Section
17 hereof.

11. Operation and Maintenance of Equipment. Lessee agrees,
ai; its; own cost and expense, to keep, repair, maintain and
preserve the Equipment in good order and operating condition, in
accordance with the "interchange rules" of the AAR and the rules
o:: the'FRA, and in compliance with such maintenance and repair
standards and procedures as are set forth in the manufacturer's
manuals pertaining to the Equipment, and as otherwise may be
required to enforce warranty claims against each vendor and
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manufacturer of each item of Equipment, and in compliance with
all requirements of law applicable to the maintenance and
csndition of the Equipment. Lessee shall, at its own cost and
e cpense, supply the necessary items required in the operation of
t xe Equipment. Lessee hereby waives any right now or hereafter
c >nferred by law to make repairs on the Equipment at the expense
o. Lessor.

i
12. Replacement of Parts; Alterations; Modifications and

Alditions. In case any part, component or unit of the Equipment
i 3 required to be altered or modified, or any equipment or
a jpliance is required to be altered, added, replaced, or modified
0 i any item of Equipment or in either case in order to comply
with the laws, regulations, requirements or rules ("Required
Alteration") pursuant to Sections 10 or 11 hereof, Lessee agrees
t) make such Required Alteration at its own expense. Such
Required Alteration shall immediately be and become the property
o: Lessor and subject to the terms of this Agreement. Lessee
ajrees that, within 30 days after the close of any calendar
qiarter in which Lessee has made any material Required
Alteration, Lessee will give written notice thereof to Lessor
describing, in reasonable detail, the Required Alteration and
sjecifying the cost thereof and the date or dates when made. All
pirts,! equipment and appliances incorporated or installed in or
a:tached to any item of Equipment in connection with servicing,
repairing, maintaining and overhauling any item of Equipment
p irsuant to the requirements of Sections 10 or 11 hereof
("Replacement") shall be considered accessions to such item of
Ejuipment and shall immediately, without further act, be and
become' the property of Lessor and part of the Equipment. Lessee
miy, without the prior written consent of Lessor, affix or
1 istall any accessory, equipment or device on the Equipment or
mike any improvement or addition thereto other than a Required
Alteration or Replacement ("Improvement"); provided that, (a) a
n jnrempvable Improvement may only be made to the Equipment if
s ich Improvement does not reduce the value of the Equipment and
(3) any other Improvement may only be made to the Equipment if
s ich Improvement is readily removable without causing damage to
tie Equipment or impairing the value, utility or condition the
E juipment would have had if such Improvement had not: been so
aEfixeid or installed. Improvements shall be considered
a :cessions to the Equipment and shall immediately without further
a :t, bie and become the property of Lessor and part of the
Ejuipment. At the time title to any replacement Part, equipment
or appliance has become vested in Lessor pursuant to the
provisions of this Section 12, title to the part, equipment or
appliance replaced thereby shall thereupon vest in Lessee;
provided, however. that in no event shall any Part, equipment or
a ppliance which cannot be removed without causing deunage to any
i :em of Equipment vest in Lessee. In the event that Lessee
uidertakes to add a Required Alteration, Replacement or
Inprovement, the parties (to the extent each so elects in its
s 3le discretion at such time) agree to negotiate in good faith
f jr additional financing and incorporation into this Agreement or
a separate agreement with a term identical to the remaining Term
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unher this Agreement. Other terms and conditions of such
financing shall be negotiated in good faith between the parties.

13. Identification; Inspection; Reports.

(a) Lessee shall, promptly after the Acceptance Date,
majrk ea'ch item of the Equipment so as to identify that such item
is

(b) Lessor shall have the right on any Business Day
dvring normal business hours and upon reasonable notice to Lessee
tc

owned by Lessor.

inspect (i) the Equipment (at Lessee's facilities or the
fccilities of any entity then in possession of such Equipment)
aid (ii) Lessee's records with respect thereto; provided.
he wever. Lessor will conduct no such inspection which is
reasonably likely to disrupt Lessee's business operations.
Lessor!shall only conduct such inspections, or cause such
irspections to be conducted, as Lessor deems necessary or
appropriate to confirm the existence and proper maintenance of
tie Equipment. Upon receipt of Lessor's notice requesting to
ii spectt certain Equipment, Lessee shall promptly notify Lessor of
tie iocation of the Equipment and shall make all necessary
arrangements with the entity then in possession of the Equipment
tc facilitate the inspection.

(c) Upon Lessor's request the Lessee shall furnish
Lessor with an accurate statement showing the then current
location of each item of the Equipment, such requests not to
exceed one time per year.

14. Assignment. Sublease or Transfer; Assignment;
Consolidation and Mercrer.

L 2SSEE
(a) Assignment. Sublease or Other Transfer by Lessee.

WILL NOT, WITHOUT THE PRIOR WRITTEN CONSENT OF LESSOR
(iraiCHJ SHALL NOT BE UNREASONABLY WITHHELD) , ASSIGN, SUBLEASE OR
OTHERWISE TRANSFER ITS RIGHTS OR OBLIGATIONS HEREUNDER FOR A

RIODJ EXCEEDING THE GREATER OF THREE MONTHS OR THE REMAINDER OF
IE TERM, AND ANY ATTEMPTED ASSIGNMENT, SUBLEASE OR OTHER

TJIANSFER BY LESSEE FOR A PERIOD EXCEEDING THE GREATER OF THREE
MONTHS OR THE REMAINDER OF THE TERM WITHOUT SUCH LESSOR CONSENT
SPALL BE NULL AND VOID.

Notwithstanding the foregoing, so long as no Event of
sfault has occurred and is continuing hereunder. Lessee shall

hkve the right to permit the use of the Equipment in the usual
iterchange of traffic, provided that Lessee's obligations

hsreunjder shall remain in full force and effect. No assignment,
sublease or other transfer by Lessee shall reduce any of the
Dligations of Lessee hereunder or the rights of Lessor
sreunder, and all of the obligations of Lessee hereunder shall
s andj remain primary and shall continue in full force and effect

a3 thej obligations of a principal and not of a guarsmtor or
surety. Lessee shall furnish to Lessor not later than the
effective date of such sublease (i) new insurance certificates
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Lessee's insurance broker, in form and substance
tisfactory to Lessor, indicating compliance with the insurance

provisions of this Agreement and (ii) an officer's certificate
f: :om Lessee naming the sublessee and specifying the address for
the sublessee's principal place of business. Lessee shall, and
shall cause such sublessee to, execute and deliver such
instruments to the appropriate Person for filing and to deliver
spies of the same to Lessor (including sublease agreements and

Uniform Commercial Code financing statements) as may be requested
Lessor in connection with any such sublease.

(b) Assignment By Lessor. Subject to the requirements
Section 8(b) hereof, Lessor may at any time (i) assign, sell

or transfer, in whole or in part, Lessor's right, title and
i iterest in, to and under this Agreement and the Lea.se
Sipplement, including, without limitation, the right, to receive
aiy or all Payments payable under this Agreement and under the
Lsase Supplement with respect to the Equipment, and (ii) sell or
transfer all of Lessor's right, title and interest in and to the
Ejuipment (provided, however, such assignment, sale or transfer
shall not be permitted if such assignee, purchaser or transferee
has, over the past five years, an average yearly net worth of
less than $150,000,000), Each such assignee of Lessor's rights
(an "Assignee") shall have all of Lessor's right, title and
intere'st hereunder to the extent that the same relate to the
interest of the Assignee covered by the assignment, including,
viithout limitation, the right to receive such Assignee's portion
cf the Basic Payments payable for the Equipment for all Basic
Eayment Periods commencing on or after the date of ssuch
assignment, the right to receive such Assignee's portion of the
Supplemental Payments which are payable as a result of acts or
events which occur on or after the date of such assignment and
the right to enforce, either in such Assignee's name or in
essor's name, but without cost or expense to Lessor, all of
essor's rights hereunder assigned to such Assignee. Such

Assignee may re-assign all or a portion of such right, title and
interest. Any such assignment shall be subject to Lessee's
ights hereunder so long as no Event of Default has occurred and
s continuing hereunder. Lessee shall be under no obligation to

eny Assignee except upon written notice of such assignment from
lessor. Upon written notice from Lessor to Lessee of such
ssignment, Lessee agrees to pay the Basic Payments and
upplemental Payments to the Assignee in accordance with the
tterms i of this Agreement supplemented by the instructions
sipecified in such notice, to give all notices which are required
>r permitted to be given by Lessee to Lessor hereunder to the
Person(s) specified to receive the same in such notice of
assignment and to otherwise comply with all reasonable notices,
directions and demands which may be given by such Assignee in
accordance with the provisions of this Agreement. Lessee agrees
to deliver to any Assignee an acknowledgement of the assignment
together with an opinion of Lessee's counsel regarding the
validity and enforceability of this Agreement against Lessee, an
.ncumbency certificate of Lessee and such authorizing resolutions
as such Assignee may reasonably request; provided, however. all
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out ofjpocket fees and expenses incurred by Lessee in connection
w:.th the production or delivery of the foregoing documents
referenced previously in this sentence shall be for the account
o: Lessor or such Assignee, as agreed to by such parties.

(c) Consolidation. Merger. Conveyance. Transfer and
Lease By Lessee. Lessee shall not consolidate with or merge into
a ly other corporation or convey, transfer or lease substantially
ajll of its assets as an entirety to any Person unless:

i

(i) Lessee is the surviving entity of any such
consolidation or merger; or

(ii) (A) the corporation formed by such
consolidation or into which Lessee is merged, or the Person
which acquires by conveyance, transfer or leases of
substantially all of the assets of Lessee as an entirety,
shall be a solvent corporation organized and existing under
the laws of the United States or any state thereof or the
District of Columbia and shall execute and deliver to Lessor
an agreement containing an effective assumption by such
successor, transferee or lessee corporation of the due and
punctual performance and observance of each covenant and
condition of this Agreement; provided any conveyance,
transfer or lease of substantially all of its assets shall
not release Lessee from its obligations under this
Agreement, which obligations shall at all times remain
primary and direct;

i (B) immediately prior to and after giving
1 effect to such transaction, no Default or Event of

Default shall have occurred and be continuing;
|

(C) immediately after giving effect to such
transaction, the consolidated tangible net worth

i (computed on the same basis as the Consolidated
Tangible Net Worth) of the corporation formed by such
consolidation or into which Lessee is merged or the

i Person which acquired by conveyance, transfer or lease
substantially all the assets of Lessee as an entirety,

. as the case may be, shall not be less than 100% of the
! Consolidated Tangible Net Worth of Lessee as reflected

in Lessee's then most recent audited financial
statements furnished by Lessee pursuant hereto prior to

! such consolidation, merger, conveyance, transfer or
lease; and

; (D) Lessee shall have delivered to Lessor a
certificate signed by two officers, one of whom shall

j be the President or a Vice President, and one of whom
shall be the Treasurer or the Secretary or an Assistant
Secretary of Lessee, and an opinion of Lessee's counsel

! satisfactory in form and substance to Lessor stating
that such consolidation, merger, conveyance, transfer
or lease and the assumption agreement mentioned in
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clause 14(c)(ii)(A) above comply with the requirements
j of this Section 14(c) and that all conditions precedent

herein provided for relating to such transaction have
j been complied with.

Upon any consolidation or merger in which Lessee is not the
surviving corporation, or any conveyance, transfer or lease of
s ibstantially all the assets of Lessee as an entirety in
accordance with this Section 14(c), the successor corporation
farmed by such consolidation or into which Lessee is merged or to
wiich such conveyance, transfer or lease is made shall succeed
to, and be substituted for (but without release of Lessee from
aiy of' its obligations hereunder with respect to any conveyance,
ransfer or lease of substantially all the assets of: Lessee as an

eitirety), and may exercise every right and power of, Lessee
uider this Agreement with the same effect as if such successor
corporation had been named as a Lessee herein.

15. Liens. Lessee will not directly or indirectly create,
incur,! assume or suffer to exist any Lien on or with respect to
a ay item of Equipment, or Lessor's title thereof, except the
following (collectively, the "Permitted Liens"): (a) any Lien
ranted to Lessor hereunder or granted or placed thereon by
2ssor as a result of an assignment pursuant to Section 14(b)
eofj, (b) any Lien resulting from an independent cict of or

claim against Lessor which does not result from, arise out of or
slate to the manufacture, acquisition, ownership or leasing of

sich item of Equipment or this Agreement or the Lease Supplement
r any Default or Event of Default, (c) any Lien for taxes either

not yet delinquent or which are the subject of a Permitted
Contest, and (d) any materialmen's, mechanics', workmen's,
spairmen's or employees' lien or any other like licsn arising in

tie ordinary course of business, which is not delinquent or the
subject of a Permitted Contest. Lessee, at its own expense, will
romptly pay, satisfy and otherwise take such actions as may be

nscesskry to keep each item of Equipment free and clear of, and
t o duly discharge or eliminate or bond in a manner satisfactory
to Lessor, any such Lien not excepted above if the same shall
rise at any time. Lessee will notify Lessor and any Assignee in

writing promptly upon becoming aware of any tax or other Lien
(other than any Lien excepted above) that shall attach to any
tern of Equipment and of the full particulars thereof.

1,6. Loss. Damage or Destruction.

| (a) Risk of Loss. Damage or Destruction. Lessee
hlereby assumes all risk of loss, damage, theft, taking,
dsstruction, confiscation, requisition or commandeering, partial
or complete, of or to the Equipment, however caused or
:casipned, such risk to be borne by Lessee with respect to the

Ebuipment from the Acceptance Date, and continuing xmtil the
Equipment has been delivered in accordance with the provisions of
S Action 6 hereof or has been purchased by Lessee in accordance
with the provisions of Section 29 hereof. Lessee agrees that no
scurrence specified in the preceding sentence shall impair, in
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wiole or in part, any obligation of Lessee under this Agreement,
including, without limitation, the obligation to make Payments.

j (b) Event of Loss with Respect to Equipment.

! (i) Upon the occurrence of an Event of Loss with
respect to any item of Equipment during the Term, Lessee
shall forthwith (and in any event within 10 days after such
occurrence) give Lessor written notice of such Event of Loss
and of its election to perform one of the following options
(it being agreed that if Lessee shall not have given Lessor
notice of such election within such 10 days after such
occurrence, Lessee shall be deemed to have elected to
perform the option set forth in the following clause (B)),
provided that Lessee shall not have the right to select the
option set forth in the following clause (A) if a Default or
Event of Default shall have occurred and be continuing and
in such circumstance shall be deemed to have selected the
option set forth in the following clause (B):

(A) As promptly as practicable, and in any
i event within 60 days of the occurrence of such Event

of Loss, Lessee shall: (I) convey or cause to be
i conveyed to Lessor pursuant to Section 16(b)(ii), and

to be leased by Lessee hereunder in replacement for
! such item of Equipment, a replacement item (the
j "Replacement Item"), such Replacement Item to be free

and clear of all Liens (other than Permitted Liens) and
j to have a value and utility at least equal to, and be
1 in as good operating condition as, the item of

Equipment with respect to which such Event of Loss
occurred, assuming such item of Equipment was of the
value and utility and in the condition and repair
required by the terms hereof immediately prior to the
occurrence of such Event of Loss; or (II) deposit an
amount equal to the value of a Replacement Item into a
mutually agreed upon escrow account while such
Replacement Item is being manufactured if such
manufacture exceeds the period of 60 days; provided
that, if Lessee shall not perform its obligation to
effect such replacement under this clause (A) during
the period of time provided herein, then Lessee shall
promptly give notice to Lessor, and shall be deemed
(whether or not Lessee shall have so given such notice)
to have elected to perform the option set forth in
clause (B) below by the date and pursuant to the terms
specified in said clause. (Notwithstanding such Event
of Loss, Lessee's obligation to pay Basic Payments
shall continue.)

(B) On the Casualty Loss Value Date next
following the earlier of 60 days after the occurrence
of such Event of Loss and the date of receipt of
insurance proceeds in respect of such occurrence,
Lessee shall pay Lessor the sum of (i) the Casualty
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Loss Value (computed as of the Casualty Loss Value Date
on which such payment is to be made), plus (ii) all
accrued and unpaid Basic Payments (and/or any pro rata
portion thereof) owing for all Basic Payment Periods

j (and/or any pro rata portion thereof) prior to such
Casualty Loss Value Date, plus (iii) all Supplemental

i Payments then due and owing. Upon payment in full of
i amounts specified in clauses (i) through (iii) of the

preceding sentence, (A) the obligation of Lessee to pay
Basic Payments hereunder, with respect to such item of

' Equipment for all Basic Payment Periods commencing
i after the occurrence of such Event of Loss shall

terminate, (B) the Term shall end with respect to such
! item of Equipment, and (C) Lessor shall transfer to

Lessee, or Lessee's designee, its title to such item of
1 Equipment.

(ii) Conveyance of Replacement Equipment. Prior
to or at the time of any conveyance of a Replacement Item,
Lessee, at its own expense, will furnish, or cause to be
furnished, to the Lessor the following documents which shall
have been duly authorized, executed and delivered by the
respective parties thereto and shall be in full force and
effect on the date of such conveyance:

(A) with respect to any such Replacement
Item, a full warranty bill of sale and UCC-1 financing
statements, in form and substance satisfactory to
Lessor;

(B) a supplement to this Lease, and if a
Permitted Sublease is in force and effect to such
Permitted Sublease, in each case in form and substance
satisfactory to such parties covering such Replacement
Item, if any, duly executed by Lessee and the sublessee
under the Permitted Sublease, if any;

(C) such evidence of compliance with the
insurance provisions of this Agreement with respect to
such Replacement Item, as Lessor may reasonably
request, including an independent insurance broker's
report (stating the opinion of such insurance broker
that such insurance complies with the terms of this
Agreement) with certificates of insurance;;

(D) an opinion of Lessee's counsel (and such
other opinions or evidence of title as Lessor or its
counsel may reasonably request) to the effect that,
upon such conveyance, Lessor will acquire good and
marketable title to such Replacement Item, free and
clear of all Liens other than Permitted Liens, and that
such Replacement Item will be leased hereunder and
subleased under the Permitted Sublease, iJ: any; and
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(E) such other documents and evidence with
respect to Lessee as Lessor or its counsel, may
reasonably request in order to establish the
consummation of the transactions contemplated by this
Section 16 (b) , the taking of all corporate proceedings
in connection with and compliance with the conditions
set forth in this Section 16 (b) , in each case in form
and substance satisfactory to Lessor.

bpon full compliance by Lessee with the terms of this
action 16 (b) , Lessor shall convey to Lessee, at Lessee's cost
rid expense, all of Lessor's right, title and interest, as -is,
tiere-is, without recourse or warranty, express or implied, in
ad to such replaced item of Equipment, with respect to which
ent jof Loss occurred. Except as provided in Section
(b) (|i) (B) , no Event of Loss with respect to an item of

Ebuipment under the circumstances contemplated by the terms of
this Section 16(b) shall result in any reduction in Basic
Ejayments or Lessee's obligation to pay Basic Payments hereunder.

Lessee further agrees to take such further action as Lessor
nay reasonably request with respect to such Replacement Item to
perfect the interest of Lessor in such Replacement Item.

(c) Application of Other Payments Upon Event of Loss.
ny payments (including, without limitation, insurance proceeds)
eceived at any time by Lessor or by Lessee from any insurer,
overrimental authority or other party as a result of the
ccurrence of an Event of Loss will be applied as follows: (i)

a[ny such payments received at any time by Lessee shall be
romptly paid to Lessor for application pursuant to the following
revisions of this Section 16(c); (ii) so much of such payments
s shall not exceed the amount of the Casualty Loss Value
required to be paid by Lessee pursuant to Section 16(b) hereof
shall be applied in reduction of Lessee's obligation to pay such
c mount, if not already paid by Lessee, or, if already paid by
Lessee, shall be applied to reimburse Lessee for its payment of
such amount, unless a Default or an Event of Default shall have
occurred and be continuing; and (iii) the balance, if any, of
siuch payments remaining thereafter shall be paid to or retained
by Lessee, unless a Default or an Event of Default shall have
occurred and be continuing.

(d) Application of Payments Not Relating to an Event
6f Loss. Any payments (including, without limitation, insurance
proceeds) received at any time by Lessor or Lessee from any
:.nsurer, governmental authority or other party with respect to
any condemnation, confiscation, theft or seizure of, or
]requisition of title to or use of, or loss or damage to, any item
of the Equipment not constituting an Event of Loss, will be
applied directly in payment of repairs or for replacement of
property in accordance with the provisions of Sections 11 and 12
ereof, if not already paid by Lessee, or if already paid by
essee and if no Default or Event of Default shall have occurred
and be continuing, shall be applied to reimburse Lessee for such
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.yment, and any balance remaining after compliance with said
ctions 11 and 12 with respect to such loss or damage shall be
id to or retained by Lessee.

i
17- Insurance.

(a) Coverage. Lessee shall maintain:

(i) property damage insurance with respect to the
Equipment insuring against loss or damage from fire and
normal extended coverage perils customarily included in
policies available with respect to property comparable to
tljie Equipment;

(ii) comprehensive general public liability,
including blanket contractual, personal injury, property
damage and loss of use of property of others, insurance
applicable to the Equipment in such amounts usually carried
by Persons in the same industry as Lessee in the same
general region but in any event with a combined single limit
of not less than $25,000,000.00; and

(iii) such other insurance with respect to the
Equipment in such amounts and against such insurable hazards
as is usually carried by Persons in the same industry as
Lessee in the same general region, but any loss of the type
customarily covered by the policies described in Sections
1J7 (a) (i and ii) , whether actually covered in whole or in
part by such policies, shall be the responsibility of Lessee
aiid the absence of such coverage shall not relieve Lessee
from any of its obligations under any of the documents or
agreements related to the Overall Transaction;

ovided. however, that the amount of insurance coverage
specified in paragraph (i) above with respect to the Equipment
.all not in any event be less than the Casualty Loss Value of
e Equipment as it may change from time to time.

All insurance policies carried in accordance with this
ction 17(a) shall be maintained with insurers of recognized
sponsibility and standing in the industry.

Notwithstanding anything to the contrary in this Section 17,-
ssee shall at all times maintain insurance with respect to the

Efjuipment in accordance with its standard corporate minimum
•actijce with respect to other similar equipment.

(b) Policy. Any insurance policy maintained by Lessee
rsuant to Section 17(a) hereof shall:

(i) specify Lessor as the loss payee with respect
tjo property damage insurance and as an additional insured
with respect to liability insurance;
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! (ii) not provide for claims by the insurer of any
claims for insurance premiums or commissions or (if such
policies provide for the payment thereof) additional
premiums or assessments against Lessor;

I

(iii) provide that in respect of the interests of
Lessor such property damage policies shall not be
invalidated by any action or inaction of Lessee or any other
Person and shall insure the rights and interests of Lessor
regardless of, and any claims for losses shall be payable
notwithstanding any act of negligence, including any breach
of any condition or warranty in any policy of insurance, by
Lessee or any other Person;

]

I (iv) provide that any cancellation thereof or
material adverse change therein shall not be effective as to
Lessor until at least 30 days after receipt by Lessor of
written notice thereof;

(v) waive any right of subrogation of the
insurers against Lessor and waive any right of the insurers
tp any setoff or counterclaim or any other deduction,
whether by attachment or otherwise, in respect of any
liability of Lessor;

I (vi) not prohibit that the whole or any part of
the right, title and interest of Lessor or Lessee therein
may be assigned; and

iI

j (vii) subject to Section 17(a) hereof, be
reasonably satisfactory to Lessor in all other material
rjsspects.

i '

i (c) Evidence of Insurance. Lessee shall deliver to
sssor by the Acceptance Date certificates of insurance
/•idenping the provisions described in Sections 17 (a) and
(b)(i-iii, iv and v) hereof executed by the insurer or its duly
ithorized agent.

(d) Annual Insurance Report. By the renewal date of
ach insurance policy referenced in Section 17(a), ajid within 30
ays after any material adverse change (including any material
icrease in deductible amounts) in the information set forth in ~
ie certificates provided pursuant to Section 17(c) hereof,
sseej shall deliver to Lessor a certificate of insurance with
specjt to the same items as described in Section 17 (c).

i
l|s. General Tax Indemnity. Lessee agrees to pay, and

idemnify and hold Lessor and its successors and assigns harmless
a an after-tax basis from, any and all Federal, state, local and
'reign taxes, fees, withholdings, levies, imposts, duties,
sessments and charges of any kind and nature whatsoever,
igether with any penalties, fines or interest therein (herein

cjalled; "taxes or other impositions") howsoever imposed, whether
vied or imposed upon or asserted against Lessor, Lessee, or any

R_1\G:\DOCS\GAH\BANKING\44836_1 - 22 -



i:em of Equipment, by any Federal, state or local government or
tixingi authority in the United States, or by any taxing authority
or governmental subdivision of a foreign country, upon or with
rsspect to (a) any item of Equipment (b) the manufacture,
canstruction, ordering, purchase, ownership, delivery, leasing,
rs-leasing, possession, use, maintenance, registration, titling,
licensing, documentation, return, sale {including, without
limitation, sale to Lessee by Lessor pursuant to the terms
hereofj) or other application or disposition thereof, (c) the
piyments, receipts or earnings arising from the Equipment, or any
Pirt, pr (d) this Agreement, the Lease Supplement, or the Basic
Piyments and/or Supplemental Payments payable by Lessee
hsreunder; provided. however, that the foregoing indemnity shall
n 3t apply to any taxes to the extent based upon or measured by
L sssor;' s net income (unless such tax is a Covered Income Tax as
h jreinafter defined), and which are imposed or levied by any
F5dera>L, state or local taxing authority in the United States.
Fir purposes hereof, a "Covered Income Tax" shall mean an income
t ix (including, without limitation, a tax imposed upon gross
i icome; or receipts) imposed on Lessor by any taxing authority
(excluding the United States Federal government) in whose
jurisdiction, Lessor (including for this purpose all entities
with which it is combined, integrated or consolidated in such
t ixingi authority's jurisdiction) would not engage in business,
wsuld pot maintain an office or other place of business, and
wyuld not otherwise be located therein, but for Lessor's role in
t le Overall Transaction, the operation of the Equipment in such
jurisdiction, the presence of Lessee or any use of the Equipment
o: the! transactions contemplated by this Agreement.

Lessor shall promptly furnish Lessee with copies of any
requests for information received by Lessor from any taxing
a ithorjity relating to any taxes or other impositions with respect
13 whibh the Lessee is required to indemnify hereunder, and if a
c Laim is made against Lessor for any such taxes or other
impositions, with respect to which Lessee is liable for a payment
0 : indemnity hereunder, Lessor shall give Lessee prompt notice in
writing at least 45 days prior to the expiration of the time
pjriod for responding to such claim. The indemnity provided by
tiiis Section 18 shall not apply to the extent (i) Lessee is
prevented from raising a challenge to such taxes or other
impositions as a direct result of Lessor's failure to comply with
i;s obligations set forth in the preceding sentence and (ii) such-
t.ixes or other impositions, if challenged within an appropriate
period! of time, would not have required payment. Lessee may, at
1 :s sole cost and expense, either in its own name or in the name
o : Lessor, contest the validity, applicability or amount of any
s ich tkx or other imposition by means of a Permitted Contest. If
Lissorj shall obtain a refund of any amount paid by Lessee
pirsuaht to this Section 18, Lessor shall pay to Lessee the
anountj of such refund, together with the amount of any interest
actually received by Lessor on account of such refund. Lessee
w .11 promptly notify Lessor of all reports or returns required to
bs made with respect to any tax or other imposition with respect
to which Lessee is required to indemnify hereunder, iand will
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promptly provide Lessor with all information necessary for the
iraking and timely filing of such reports or returns by Lessor.
If Lessor requests that any such reports or returns be prepared
and filed by Lessee, Lessee will prepare and file the same if
permitted by applicable law to file the same, and if. not so
permitted, Lessee shall prepare such reports or returns for
signature by Lessor, and shall forward the same, together with
imediately available funds for payment of any tax or other
imposition due, to Lessor, at least 10 days in advance of the
date such payment is to be made. Upon written request, Lessee
shall furnish Lessor with copies of all paid receipts or other
appropriate evidence of payment for all taxes or other
inpositions paid by Lessee pursuant to this Section 18. All of
the indemnities contained in this Section 18 shall continue in
full force and effect notwithstanding the expiration or other
termination of the Term and are expressly made for the benefit
of, an|d shall be enforceable by, Lessor and each Assignee.

l|9. Indemnification. Lessee hereby assumes liability for,
and do'es hereby agree, whether or not any of the transactions
contemplated hereby are consummated, to indemnify, protect, save,
defend, and hold harmless Lessor, each Assignee, and their
respective officers, directors, successors, assigns,, agents and
servants (each such party being herein, for purpose of this
Section 19, called an "indemnified party") from and against any
a ad alii obligations, fees, liabilities, losses, damages,
penalties, claims, demands, actions, suits, judgments, costs and
expenses, including, without limitation, reasonable legal
expenses, of every kind and nature whatsoever imposed on,
incurred by, or asserted against any indemnified party, in any
way relating to or arising out of (a) the manufacture,
construction, ordering, purchase, acceptance or rejection,
ownership, titling or retitling, registration or reregistration,
acceptance, leasing, subleasing, possession, use, operation,
maintenance, storage, removal, sale, delivery or other
disposition of the Equipment, or any portion thereof, including,
without limitation, any of such as may arise from (i) loss or
damage^ to any property or death or injury to any person, (ii)
patent or latent defects in any item of Equipment (whether or not
discoverable by Lessee or any indemnified party), (iii) any
claims! based on strict liability in tort or otherwise, (iv) any
claimsj based on patent, trademark or copyright infringement, and
(v) any claims based on liability arising under the applicable
environmental or noise or pollution control law or regulation,
(D) any failure on the part of Lessee to perform or comply with
aiy of; the terms of this Agreement, but excluding any claim based
upon any failure on the part of Lessor to comply with any of
L2ssor|'s obligations under this Agreement. Lessee shall not be
required to indemnify any indemnified party for any claims
rssulting from acts which would constitute [the willful
misconduct or gross negligence] of such indemnified party or (c)
aiy claims, encumbrances, security interests, liens or legal
processes regarding Lessor's title to the Equipment.. Lessee
s lall give each indemnified party prompt notice of einy
o:curr|ence, event or condition known to Lessee as a consequence

CHUM\G:\DOCS\GAH\BANKING\44836_1 - 24 -



o|f which any indemnified party is or is reasonably likely to be
titled to indemnification hereunder. Lessee shall forthwith
on demand of any such indemnified party reimburse such
demriified party for amounts expended by it in connection with
of the foregoing or pay such amounts directly. Lessee shall
subrogated to an indemnified party's rights in any matter with

rjespeqt to which Lessee has actually reimbursed such indemnified
party ifor amounts expended by it or has actually paid such
anounts directly pursuant to this Section 19. In Ccise any
actiori, suit or proceeding is brought against any indemnified
party Jin connection with any claim indemnified against hereunder,

ch indemnified party will, after receipt of notic€$ of the
mmencement of such action, suit or proceeding, notify Lessee
erec-f, enclosing a copy of all papers served upon such
demnified party. Lessee may, and upon such indemnified party's
queslt will, at Lessee's expense, resist and defend such action,

suit or proceeding, or at Lessee's option cause the same to be
resisted or defended by counsel selected by Lessee and consented
to by isuch indemnified party (such consent not to be> unreasonably
withheld) ; and in the event of any failure by Lessees to do so,
Lessee' shall pay all costs and expenses (including, without
limitation, reasonable attorney's fees and expenses) incurred by
such indemnified party in connection with such action, suit or
oceeding. In no event shall the indemnified party enter into
y settlement of any proceeding unless Lessee shall have
nsented to the same in writing. Lessee shall have; control of
y defense, and the indemnified party shall take no action
thout Lessee's approval. The provisions of this Section 19,
d the obligations of Lessee under this Section 19, shall apply

flrom the date of the execution of this Agreement and shall
rvrvje the expiration or earlier termination of this Agreement
d of; the Term.

i

2JO. NO WARRANTIES. LESSOR LEASES THE EQUIPMENT TO LESSEE
AN AS-IS, WHERE-IS BASIS AND LESSOR EXPRESSLY DISCLAIMS AND
UBS NO REPRESENTATION OR WARRANTY, EITHER EXPRESSED OR IMPLIED,
TO ANY MATTER WHATSOEVER, INCLUDING, WITHOUT LIMITATION, THE

3UIPMENT, THE DESIGN OR CONDITION OF EQUIPMENT, ITS
SRCHANTABILITY, DURABILITY, SUITABILITY OR FITNESS FOR ANY
ITICULAR PURPOSE, THE QUALITY OF THE MATERIAL OR WORKMANSHIP OF
EQUIPMENT, OR THE CONFORMITY OF THE EQUIPMENT TO THE

IOVISIONS AND SPECIFICATIONS OF ANY PURCHASE ORDER OR ORDERS
SLATING THERETO, OR ANY OTHER MATTER CONCERNING, ANY ITEM OF THE
JUIPMENT OR THE FINANCING THEREOF (WHICH DISCLAIMER LESSEE
5REBYJ ACKNOWLEDGES) . LESSEE HEREBY WAIVES ANY CLAIM (INCLUDING,
[THOU? LIMITATION, INCIDENTAL OR CONSEQUENTIAL DAMAGE) OR
:PENSE CAUSED BY ANY ITEM OF THE EQUIPMENT OR BY LESSEE'S LOSS
USE THEREOF FOR ANY REASON WHATSOEVER. WITHOUT LIMITING THE

3NERALITY OF THE FOREGOING, LESSOR SHALL NOT BE LIABLE OR
ISPONSIBLE FOR ANY DEFECTS, EITHER PATENT OR LATENT (WHETHER OR
)T DISCOVERABLE BY LESSEE) , IN ANY ITEM OF THE EQUIPMENT, OR FOR

DIRECT OR INDIRECT DAMAGE TO PERSONS OR PROPERTY RESULTING
IEREFROM, OR FOR LESSEE'S LOSS OF USE OF ANY ITEM OF THE
JUIPMENT OR FOR ANY INTERRUPTION IN LESSEE'S BUSINESS CAUSED BY
!SSEE'S INABILITY TO USE ANY ITEM OF THE EQUIPMENT FOR ANY
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REASON:WHATSOEVER. So long and only so long as an Event of
fault shall not have occurred and be continuing, and so long

a d only so long as all of the Equipment shall be subject to this
reement and Lessee shall be entitled to possession of the

E<[uipment hereunder, Lessor authorizes Lessee, at Lessee's sole
e::pense, to assert for Lessor's account, all rights and powers of
ssorjunder the Purchase Agreement and any other manufacturer's
ndorls or dealer's warranty on any item of Equipment; provided.
wever. that Lessee shall indemnify, protect, save, defend and

w

ci

Id harmless Lessor from and against any and all claims, and all
>sts, ; expenses, damages, losses and liabilities incurred or
ffered by Lessor in connection therewith, as a result of, or
ciderit to, any action by Lessee pursuant to the foregoing
thorization.

I

21. Lessee's Representations and Warranties. Lessee hereby
presents and warrants to Lessor that:

' (a) Due Organization and Existence. Lessee is a
rporation duly organized, validly existing and in good standing
der the laws of the state of its incorporation, and is
alified to do business in each jurisdiction in which such
alification is necessary in order for Lessee to carry on its
siness and to perform its obligations hereunder, and is in good
anding under the laws of each jurisdiction in which the failure
be in good standing would have a material adverse effect on
e condition (financial or otherwise) of Lessee;

i <

! (b) Power and Authority. Lessee has the corporate
wer and authority to execute and perform this Agreement and to
ase the Equipment hereunder, and has duly authorized the
ecution, delivery and performance of this Agreement, the Lease
pplement and the other related instruments and documents;

(c) Due Authorization. The leasing of the Equipment
om Lessor by Lessee, the execution and delivery of this
reement, the Lease Supplement, each other related instrument,
cument and agreement, and the compliance by Lessee with the
rms hereof and thereof, and the payment and performance by
sseej of all of its obligations hereunder and thereunder (i) has
en duly and legally authorized by appropriate corporate action
ken by Lessee, (ii) is not in contravention of, and will not
suit: in a violation or breach of, any of the terms of Lessee's ~
tides of incorporation, by-laws or of any provisions of any
reements relating to shares of the capital stock of ./Lessee, and
ii) will not violate or constitute a breach of any provisions
applicable law, any applicable order of any court or other
ency of government, or any indenture, agreement or other
strument to which Lessee is a party, or by or undesr which
sseei or any of Lessee's property is bound, or be in conflict
th, result in a breach of, or constitute (with due notice
d/ori lapse of time) a default under any such indenture,
reement or any instrument, or result in the creation or
position of any Lien upon any of Lessee's property or assets;
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(d) Enforceability. This Agreement and the Lease
upplement have been executed by the duly authorized officer or
fficers of Lessee and delivered to Lessor and constitute, the
sgal,! valid and binding obligations of Lessee, enforceable in
ccordance with their terms;

(e) No Consents. Neither the execution and delivery
C this Agreement or the Lease Supplement by Lessee nor the
aymen't and performance by Lessee of all of its obligations

hjereunder and thereunder, nor the sale of the Equipment by any
slier; to Lessor for the purpose of leasing the same to Lessee

ujnder jthis Agreement requires the consent or approvzil of, the
givingj of notice to, the registration, filing or recording with
r the' taking of any other action in respect of, any Federal,

sltate, local or foreign government or governmental eiuthority or

(f) No Liens. No mortgage, deed of trust, or other
ien (other than the Lien granted to Lessor hereunder) which now
overs| or affects, or which may hereafter cover or affect, any
roperty or interest therein of Lessee, now attaches or hereafter

will attach to any item of Equipment, or in any manner affects or
will ajffect adversely Lessor's rights and interests therein;

(g) Financial Statements. All balance sheets,
statements of profit and loss and other financial data that have
sen delivered to Lessor with respect to Lessee (i) are complete
id correct in all material respects, (ii) accurately present the
Lnanc'ial condition of Lessee on the dates for which, and the

result's of its operations for the periods for which, the same
hive been furnished and (iii) have been prepared in accordance
with generally accepted accounting principles consistently
allowed throughout the periods covered thereby; all balance
ieets; disclose all known material liabilities, direct and
antingent, as of their respective dates, and there has been no
range, in the condition of Lessee, financial or otherwise, since

date of the most recent financial statements delivered to
with respect to Lessee other than changes in the ordinary

Dursei of business, none of which changes, either separately or
i thej aggregate, has been materially adverse;

(h) No Litigation. There is no litigation or any
ther proceedings now pending or, to the knowledge of Lessee
ireatlened, against or affecting Lessee, in any couart or before

regulatory commission, board or other administrative
avernmental agency which would directly or indirectly, adversely
Efectj or impair the title of Lessor to the Equipment, or which,
i thei reasonable opinion of Lessee's management, is likely to
Efect' materially and adversely, the business, operations or
Dndition of Lessee (financial or otherwise), other than as
isclosed in Lessee's financial statements;

(i) Income Tax Return. Lessee has filed all United
:ates| income tax returns which are required to be filed, and has
lid, pr made provisions for the payment of, all tastes which have
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cr may become due pursuant to said returns or pursuant to any
assessment received by Lessee, except such taxes, if any, as are
teing contested by means of a Permitted Contest;

(j) ERISA. Lessee has not entered into the Overall
transaction, directly or indirectly, in connection with any
arrangement in any way involving any employee benefit plan or
related trust to which it is a party in interest, all within the
iteaning of the Employment Retirement Income Security Act of 1974,
as amended ("ERISA"), and the Internal Revenue Code of 1986, as
amended;

(k) Investment Company. Lessee is not an "investment
company", or a company "controlled" by an "investment company",
within the meaning of the Investment Company Act of 1940, as
ajmended;

(1) Taxes. All sales, use, documentation or similar
tjaxes, fees or other charges due and payable prior to or as of
the date hereof have been paid to the extent such are in
connection with the sale to and purchase by Lessor of the
Equipment and/or the leasing of the Equipment by Lessor to
lessee;

No Offer to Sell or Assign. Lessee has not
dffered any interest in this Agreement, the Payments, or the
Equipment or any similar security for sale to, or solicited
offers to buy any thereof from, or otherwise approached or
negotiated with respect thereto with, any prospective purchaser,
ether ithan Lessor and as to Lessor, after reasonable inquiry,
lessee does believe that Lessor has such knowledge and experience
in financial and business matters that it is capable of
evaluating the merits and risks of such an investment; and

(n) Invoices. Lessee shall promptly deliver or cause
tlo be delivered to Lessor true, correct and complete copies of
all acceptance certificates for the Equipment and all invoices
for the Equipment. Such invoices shall be delivered within 30
ys of the closing for each delivery of Equipment.

22. Events of Default. Any of the following events shall
institute an "Event of Default" (whether any such event shall be
luntary or involuntary, or come about or be effected by
eration of law or pursuant to or in compliance with any

3|udgment, decree or order of any court or any order,, rule or
egulation of any administrative or governmental body):

(a) Payment. Lessee shall fail to make (:L) any Basic
Payments within 5 days after the same is due and payable or (ii)
aay Supplemental Payment within 10 days after receipt of written
notice to Lessee that the same is due and payable; or

(b) Certain Covenants. Lessee shall fail to observe
ot perform any of the covenants or agreements of Lessee set forth
ib Sections 6, 8, 14(a), 14(c), 15, 17 or 29 hereof; or
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I (c) Other Covenants. Lessee shall fail to perform or
serve any other covenant, express condition, or agreement to be
rformed or observed by it under this Agreement, or in any
reement or certificate furnished to Lessor in connection

daysherewith, and such failure shall continue unremedied for 60
after written notice to Lessee specifying such failure and
demanding the same to be remedied; provided. however, that if
Lessee|shall have undertaken to cure any such failure and,
notwithstanding the reasonable diligence of Lessee in attempting
to cure such failure, such failure is not cured within said 60
day period but is curable with future due diligence, there shall
e::ist ho Event of Default under this Section 22 for such further
t:.me, not to exceed 90 days, as may reasonably be required to
e::fect;such cure, so long as Lessee is proceeding with due
diligence to cure such failure; or

I

; (d) Default under Other Documents. Lessee shall be in
default under any lease, loan agreement or other agreement,
instrument or document, now or hereafter entered into between
L isseej and Lessor; or

(e) Bankruptcy; Insolvency. Lessee shall become
i isolvent or bankrupt or make an assignment for the benefit of
c reditprs or consent to the appointment of a trustee or receiver;
o: a tjrustee or a receiver shall be appointed for Lessee or for a
s ibstantial part of its property without its consent: and shall
nat bej dismissed for a period of 60 days; or any petition for the
relief], reorganization or arrangement of Lessee or any other
pstitipn in bankruptcy or for the liquidation, insolvency or
dissolution of Lessee shall be filed by or against Lessee and, if
f Lied against Lessee shall be consented to or be pending and not
dismissed for a period of 60 days; or an order for relief under
aiy bankruptcy or insolvency law shall be entered by any court or
governmental authority of competent jurisdiction with respect to
Lessee;; or any execution or writ of process shall be issued under
any action or proceeding against Lessee whereby any item of
Equipment may be taken or restrained; or Lessee's corporate
existence shall cease; or Lessee shall, without Lessor's prior
written consent, sell, transfer or dispose of, or pledge or
otherwise encumber, all or substantially all of its assets or
property, or consolidate or merge with any other entity, or
engage in any form of corporate reorganization; or

| (f) Misrepresentation. Any representation, warranty,
statement or certification made by Lessee under this Agreement or
in the Lease Supplement or in any document or certificate
furnished to Lessor in connection herewith or pursuant hereto)
shall |prove to be untrue or incorrect when made in any material
espect, or shall be breached in any material respect.

23. Remedies Upon Default. Upon the occurrence of any
Event jof Default, and at any time thereafter so long as the same
shall ;be continuing, Lessor may exercise one or more of the
following remedies with respect to the Equipment or any part
thereof as Lessor in its sole discretion shall elect:
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(a) Return of Equipment. Lessor may cause Lessee,
upon the demand of Lessor and at Lessee's expense, to, and Lessee
shall,;promptly return the Equipment (or any item thereof) as
ssorlmay demand to Lessor at such location in the continental

UnitedI States as selected by Lessor in the manner and condition
< squired by, and otherwise in accordance with all the provisions

Section 6 hereof as if the Equipment were being returned at
enci of the Term; or Lessor, at its option, may enter upon the

emises where the Equipment is located or believed to be located
take immediate possession of and remove the Equipment (or any

ems thereof) without the necessity for first instituting
oceedings, or by summary proceedings or otherwise, and Lessee
lall comply therewith, all without liability to Lessor for or by
jasonj for such entry or taking possession, excluding damage to
operty caused by such taking or otherwise;

(b) Sell. Use. Lease or Otherwise Employ Equipment.
sssor! may (i) sell or otherwise dispose of the Equipment, at

piblicl or private sale and with or without notice to Lessee or
Ivertisement, as Lessor may determine or (ii) hold, use,

operatje, lease to others or keep idle all or any part of the
Equipment as Lessor, in its sole discretion, may determine, in
tie case of (i) or (ii) of this Section 23(b) free amd clear of
aiy rights of Lessee except as hereinafter set forth in this
sctioin 23 and without any duty to account to Lessee with respect

13 such action or inaction or for any proceeds with respect
tleretb except to the extent required by Section 23(d) hereof in
tle event Lessor elects to exercise its rights under said Section
3 (d) ;in lieu of its rights under Section 23 (b) hereof;

(c) Excess of Casualty Loss Value over Fair Market
les Value. Whether or not Lessor shall have exercised, or

shall thereafter at any time exercise, any of its rights under
ections 23(a) or (b) hereof with respect to the Equipment,

Lessor|, by notice to Lessee specifying a payment date not earlier
lan the next Basic Payment Date, may cause Lessee to pay to
essor, and Lessee shall pay to Lessor, on the payment date
sbecifjied in such notice, as liquidated damages for loss of a
bargain and not as a penalty, any Basic Payments with respect to
the Equipment due on or before such payment date plus an amount
equal jto the excess, if any, of (i) the Casualty Loss Value for
the Equipment, determined as of such payment date over (ii) the
Fair Market Sales Value for such Equipment, computed as of the
ayment date specified pursuant to this Section 23(c), together
ith interest, to the extent permitted by applicable law, at the
/erdue Rate on the amount of such excess, if any, from such
ayment date specified pursuant to this Section 23(c), to the
date of actual payment of such amount;

j (d) Excess of Casualty Loss Value over Sales Proceeds.
in the event Lessor, pursuant to Section 23(b) hereof, shall have
sold the Equipment, Lessor in lieu of exercising its rights under
ectio'n 23 (c) hereof with respect to the Equipment, may, if it
lall iso elect, cause Lessee to pay Lessor, and Lessee shall pay
Lessor, on the date of such sale, as liquidated damages for
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l<bss of a bargain and not as a penalty (in lieu of the Basic
Payments for the Equipment due after the date on which such sale
:curs|but in addition to any Basic Payments for the Equipment

due on, or up to the date on which such sale occurs), the amount
: anyi deficiency of the net proceeds of such sale below the

Casualty Loss Value of the Equipment, determined as of the date
: such sale, together with interest, to the extent permitted by

applicable law, at the Overdue Rate on the amount of such
jficiency from the date as of which such Casualty Loss Value is
jtermined to the date of actual payment; or

! (e) Rescission. Rescind this Agreement as to the
Equipment or exercise any other right or remedy which may be
•ailable under applicable law or proceed by appropriate court
:tion| to enforce the terms hereof or to recover damages for the

breach)hereof.
i

In addition, Lessee shall be liable for any and all
Supplemental Payments due hereunder before or after any
jrmination hereof, including all costs and expenses (including,

without limitation, reasonable attorney's fees and disbursements)
i:icurr6d by reason of the occurrence of any Event of Default or
tie exercise of Lessor's remedies with respect thereto including
a .1 costs and expenses incurred in connection with the return of
tie Equipment in accordance with the terms of Section 6 hereof or
aiy appraisal of the Equipment. At any sale of the Equipment,
sssorj may bid for and purchase such property. Except as
:herwise expressly provided above, no remedy referred to in this
jction 23 is intended to be exclusive, but each shall be

emulative and in addition to any other remedy referred to above
o: otherwise available to Lessor at law or in equity; and the
ecercijse or beginning of exercise by Lessor of any one or more of
sjich remedies shall not preclude the simultaneous or later
cercise by Lessor of any or all such other remedies:. No express
implied waiver by Lessor of any Event of Default hereunder

spall in any way be or be construed to be, a waiver of any future
subsequent Event of Default.

i

24. Lessor's Right to Perform for Lessee. If Lessee fails
make any Supplemental Payment required to be made; by it
reunder or fails to perform or comply with any of its

agreements contained herein, Lessor may itself, make such payment
perform or comply with such agreement, and the amount of such ~

.yment and the amount of the expenses of Lessor incurred in
connection with such payment or the performance of or compliance
th such agreement, as the case may be, together with interest

tjaereon at the rate specified in Section 25 hereof, shall, if not
id by Lessee to Lessor on demand, be deemed a Supplemental

Pkyment hereunder; provided, however. that no such payment,
performance or compliance by Lessor shall be deemed to cure any
rent of Default hereunder.

25. Late Charges. Lessee shall pay to Lessor, upon demand,
3 the' extent permitted by applicable law, interest on any Basic
.yment' not paid when due, and on any Supplemental Payment or
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:her iamount payable under this Agreement which is riot paid when
die, fpr any period for which any of the same is overdue (without
regard: to any grace period) at a per annum rate equcil to the
asser of the Transaction Rate plus 100 basis points (computed on

the basis of the actual number of days elapsed over a year of 360
days) and the highest per annum interest rate permitted by law.

2J6. Further Assurances. Lessor and Lessee agree to
cboperkte in good faith and to execute and deliver such documents
id further assurances consistent with and in clarification of

the characterization and intent of the parties with respect to
t|he Overall Transactions.

I
2J7. Lessee's Payment of Lessor's Expenses. Lessee further

grees, whether or not the transaction contemplated hereby is
consummated, to pay the reasonable fees and expenses of Moore &
Van Allen, Lessor's special counsel, not to exceed $7500, and the
reasonable fees and expenses of Lessor's ICC counsel, incurred in
connection with the preparation and negotiations of this
Agreement and the documents related hereto.

28. Notices. All notices provided for or required under the
tlerms iand provisions hereof shall be in writing, and any such
notice shall be deemed given when personally delivered or when
eposiited with a nationally recognized overnight delivery
ervice, with the cost therefor prepaid, or in the United States

njails, with proper postage prepaid, for first class certified
nail, ireturn receipt requested, addressed (a) if to Lessor or
essee, at their respective addresses as set forth herein or at
such other address as either of them shall, from time to time,
designate in writing to the other, and (b) if to any Assignee, to
the address of such Assignee as such Assignee shall designate,
rom time to time, in writing to Lessor and Lessee.

If to Lessor: NationsBanc Leasing Corporation
of North Carolina
NationsBank Corporate Center
100 North Tryon Street, NC1007-12-01
Charlotte, North Carolina 28255-0001
Attention: James T. Shaw, Jr.

Vice President

Northern States Power Company
: 414 Nicollet Mall
: Minneapolis, Minnesota 55401
I Attention: Manager, Fuel Resources
i
29. Lessee's End of Term Purchase Option.

I
I

(a) Lessee Purchase or Third Party Purchase. If this
Agreement shall not have been earlier terminated, Lessee, upon
ritten notice to Lessor delivered not later than the Option
lection Notice Date, shall elect one of the options described in
ections 29(b or c) hereof; provided. that Lessee shall be deemed
tio have elected the option described in Section 29(b) hereof if

If to Lessee:
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issor!does not receive such notice by the Option Election Notice
ite arid Lessor shall not be bound by Lessee's election of the

option|described in Section 29(c) hereof if a Default or Event of
'fault is continuing at the Expiration Date; provided. further
tat such election by Lessee once made shall be irrevocable.

'• (b) Lessee' s Purchase. On the Expiration Date, Lessee
stall purchase all (but not less than all) of the Equipment for

i amount equal to fifty percent (50%) of Acquisition Cost.
jsseeishall also pay to (i) Lessor all other Basic Payments and

(:.i) the appropriate parties all other Supplemental Payments then
le ancl owing and all Sales Expenses. Lessor's sale of the

E<iuipment shall be on an as-is, where-is basis, without recourse
to or warranty by Lessor. If Lessee has exercised its purchase
option^ but has not prior to or on the Expiration Date paid all
anounts for which it is obligated under this Section 29(b), then
;ssor in its sole discretion may elect to refuse to sell the

Equipment to Lessee.

| (c) Third Party Purchase. Lessee shall solicit bona
de bids for the Equipment from prospective purchasers who are
nancially capable of purchasing the Equipment. If Lessee so
ects and Lessor agrees, Lessor, acting as Lessee's agent, shall
licit such prospective purchasers for the Equipment. All bids
jceived by Lessee or Lessor prior to the end of the Term shall
5 immediately certified to the other in writing, setting forth

amount of such bid and the name and address of the person or
itityj submitting such bid. If any bid is received from a bona
de prospective purchaser for an amount in excess of the Maximum
ssorj Risk Amount, or if Lessor agrees in its reasonable
scrê ion to accept a bid for less than the Maximum Lessor Risk

Atnount, then on the Expiration Date (i) Lessor shall, sell the
Ejuipmjent on an as-is, where-is basis, without recourse or
irranty, to the highest bidder, (ii) such bidder shall pay
ssor; the bid amount solely for the account of Lessor, (iii)
sseej shall pay, or cause to be paid, all Basic Payments and
ippletnental Payments then due and owing and all Sales Expenses
id (iy) Lessor shall promptly transfer title to the Equipment to
ch bidder. If Lessor (X) does not receive any bid in excess of
e Maximum Lessor Risk Amount from a bona fide prospective
rchaser and does not accept any bids received for less than the

Maximum Lessor Risk Amount, or (Y) does not receive the bid
lount; from the third party purchaser on or prior to the
cpiration Date, then on the Expiration Date, Lessee shall pay
ssor| the Maximum Lessee Risk Amount (and all amounts referenced
Section 29(c)(iii)) and Lessor shall retain title to the

Ejquipment.

i (d) End of Term Adjustment. If the Net Proceeds of
le are more than fifty percent (50%) of the Acquisition Cost,

Î essori shall, on the Expiration Date, pay Lessee an amount equal
such excess as an adjustment to the Payments paycible under

tiis Agreement, provided that Lessor shall have the right to
Efset| against such adjustment payable by Lessor, any amounts
len due and payable from Lessee to Lessor. If the Net Proceeds
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oi: Sale are less than fifty percent (50%) of the Acquisition
Cost, Lessee shall, on the Expiration Date, pay to Lessor, an
ai tount! equal to such deficiency as an adjustment to the Payments
payable under this Agreement, but in no event shall the amount
Lessee is required to pay Lessor with respect to such deficiency
exceed the Maximum Lessee Risk Amount.

30. Federal Tax Consequences. It is expressly agreed that
ftar Federal income tax purposes the parties entered into the
transaction contemplated by this Agreement intending such
transaction to be characterized as a mere financing and for
sssee! to be considered the owner of the Equipment for such tax
irposes; provided. however. Lessor makes no representation or

warranty as to the availability of such tax treatment,
insistent with this, Lessee intends to claim the cost recovery
sductions associated with the Equipment, and Lessor agrees not
take an inconsistent position on its Federal income tax

2turns.

31. Financial Information. Lessee agrees to furnish Lessor
as; soon as available, and in any event within 120 days after

tie last day of each fiscal year of Lessee, a copy of the
Dnsolidated balance sheet of Lessee and its consolidated

subsidiaries as of the end of such fiscal year, and related
consolidated statements of income and retained earnings of Lessee
and it|s consolidated subsidiaries for such fiscal year, certified
by an independent certified public accounting firm of recognized
standing, each on a comparative basis with corresponding
statements for the prior fiscal year, or a copy of Lessee's Form
10-K filed with the Securities and Exchange Commission for such
fiscal year (if Lessee is subject to the reporting requirements
under |the rules and regulations promulgated by the Securities and
Exchange Commission), and (b) within 60 days after the last day
f each fiscal quarter of Lessee (except the last such fiscal

duarter), a copy of the balance sheet as of the end of such
cuarter, and statement of income covering the fiscal year to date
f Lessee and its consolidated subsidiaries, each on a
omparative basis with the corresponding period of the prior
ear, iall in reasonable detail and certified by the treasurer or
rinc^pal financial officer of Lessee, or a copy of Lessee's Form
0-Q filed with the Securities and Exchange Commission, all such
therifinancial statements and reports as Lessee shall send to

tjhe Securities and Exchange Commission.
!

32. Miscellaneous. Any provision of this Agreement which
is prohibited or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such
prohibition or unenforceability without invalidating or
c.iminishing Lessor's rights under the remaining provisions
l.ereof, and any such prohibition or unenforceability in any
Jurisdiction shall not invalidate or render unenforceable such
>rovision in any other jurisdiction. No term or provision of
his Agreement may be amended, altered, waived, discharged or
terminated orally, but only by an instrument in writing signed by
duly authorized officer or the party against which the
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Enforcement of the amendment, alteration, waiver, discharge or
ermination is sought. A waiver on any one occasion shall not be
donstrued as a waiver on a future occasion. All of the
jvenants, conditions and obligations contained in this Agreement
lall be binding upon and shall inure to the benefit of the
espective successors and assigns of Lessor and (subject to the
estrictions of Section 14(a) hereof) Lessee. This Agreement,
le Lease Supplement and each related instrument, document,
greement and certificate collectively constitute the entire
reement of Lessor and Lessee with respect to the financing of

tjhe Equipment, and cancels and supersedes any and all prior oral
o|r written understandings with respect thereto. This Agreement
lall in all respects be governed by, and construed in accordance
th, the laws of the State of North Carolina, inclxiding all

mjatters of construction, validity and performance. This
greement may be executed in as many counterparts as shall be
etermined by the parties hereto when so executed, each such
'Unterpart shall be binding on both parties hereto,

notwithstanding that both parties are not signatories to the same
'unterpart.

33. Interest Rate Calculations. All rate calculations made
irsuant to this Agreement (including, without limitation, any
ilculation of the Overdue Rate) shall be computed on the basis
the; actual number of days elapsed over a year of 360 days.

34. Acceptance of Equipment Referenced in Purchase
Agreement. Lessee hereby agrees on or prior to the Acquisition
E cpiration Date to accept delivery of all items of the Equipment
jferenced in the Purchase Agreement and to have all such

Eijuipment subjected to the terms of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this
quipment Lease Agreement to be executed by their duly authorized
epresentatives as of the date first above written.

NATIONSBANC LEASING CORPORATION OF
NORTH CAROLINA

By;
Name:
Title:

TTEST

Y. Brown

Secretary

Cdtper'ate Seal)

NORTHERN STATES POWER COMPANY

By:
Name :
Title:

TTEST:

ame:_
itle: Secretary

Corporate Seal)

OF SERIALLY NUMBERED MANUALLY EXECUTEDOUNTERPART NO.
OUNTERPARTS. TO THE EXTENT IF ANY THAT THIS DOCUMENT
ONSTITUTES CHATTEL PAPER UNDER THE UNIFORM COMMERCIAL CODE, NO
ECURITY INTEREST IN THIS DOCUMENT MAY BE CREATED T13ROUGH THE

TRANSFER AND POSSESSION OF ANY COUNTERPART OTHER THAN COUNTERPART
O. 1.,
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STATE OF NORTH CAROLINA

COUNTY OF MECKLENBURG

I, Martha Jane Swetka, a Notary Public of the County and
State aforesaid, certify that Joan Y. Brown personally came
before me this day and acknowledged that she is Secretary of
NationsBanc Leasing Corporation of North Carolina, a North
Carolina corporation, and that by authority duly given and as the
act of the corporation, the foregoing instrument was signed in
its name by its Vice President, sealed with its corporate seal
|and attested by Joan Y. Brown as its Secretary.

WITNESS my hand and official stamp or seal, this 30th day of
October, 1992.

Commission Expires:

14 March 1993
(Notary Public)
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Schedule A

Basic Payment Factor

The Basic Payment Factor shall be expressed as a percentage
of Acquisition Cost and shall be set on the date of commencement
o: the Term for the items of the Equipment referenced in the
particular Lease Supplement executed in connection with such
i :ems of the Equipment. The Basic Payment Factor for the
Equipment shall equal the Transaction Rate, in effect on the date

commencement of the Term for such Equipment, plus 93 basis
Dints. For illustrative purposes only, if the Term for any item

o£ the Equipment had commenced on September 1, 1992, the Basic
Payment Factor---for such Equipment would have equalleid 7.01% per
annum.
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Schedule B

Casualty Loss Value

The Casualty Loss Value shall be expressed as a
jrcentage of Acquisition Cost and shall be set on the date of
jmmencement of the Term for the items of the Equipment
jferenced in the particular Lease Supplement execut.ed in
jnnection with those items of the Equipment. The piarties
2cognize and agree that the Casualty Loss Value may vary for
Lfferent items of the Equipment based on the variance in the

Transaction Rate on the date of commencement of the Term for such
i;ems of Equipment. The schedule set forth below is provided for
i Llustrative purposes only and references the Casualty Loss Value
percentages that would have applied if the date of commencement
of the Term for certain items of Equipment occurred on September

1992.

Casualty Loss
Value Date

September 30, 1992
October 31, 1992
November 30, 1992
December 31, 1992
January 31, 1993
February 28, 1993
March 31, 1993
April 30, 1993
May 31, 1993
June 30, 1993
July 31, 1993
August 31, 1993
September 30, 1993
October 31, 1993
November 30, 1993
December 31, 1993
January 31, 1994
February 28, 1994
March 31, 1994
April 30, 1994
May 31, 1994
June 30, 1994
July 31, 1994
August 31, 1994
September 30, 1994
October 31, 1994
November 30, 1994
December 31, 1994
January 31, 1995
February 28, 1995
March 31, 1995
April 30, 1995
May 31, 1995

Casualty Loss Value*

101.
100,
100,
99,
99,
99,
98,
98,
97,
97,
96,
96,
96.
95.
95,
94.
94,
94,
93,
93.
92,
92,
91,
91,
90,
90.
90.
89.
89.
88.
88.
87.
87.

000000
610149
218020
823600
426877
027836
626464
222747
816672
408225
997391
584158
168511
750435
329918
906944
481499
053568
623138
190194
754720
316703
876126
432976
987238
538895
087933
634337
178092
719181
257589
793300
326300
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June 30, 1995
July 31, 1995
August 31, 1995
September 30, 1995
October 31, 1995
November 30, 1995
December 31, 1995
January 31, 1996
February 28, 1996
March 31, 1996
April 30, 1996
May 31, 1996
June 30, 1996
July 31, 1996
August 31, 1996
September 30, 1996
October 31, 1996
November 30, 1996
December 31, 1996
January 31, 1997
February 28, 1997
March 31, 1997
April 30, 1997
May 31, 1997
June 30, 1997
July 31, 1997
August 31, 1997
September 30, 1997
October 31, 1997
November 30, 1997
December 31, 1997
January 31, 1998
February 28, 1998
March 31, 1998
April 30, 1998
May 31, 1998
June 30, 1998
July 31, 1998
August 31, 1998
September 30, 1998
October 31, 1998
November 30, 1998
December 31, 1998
January 31, 1999
February 28, 1999
March 31, 1999
April 30, 1999
May 31, 1999
June 30, 1999
July 31, 1999
August 31, 1999
September 30, 1999
October 31, 1999
November 30, 1999
December 31, 1999

86.856571
86.384099
85.908866
85.430857
84.950056
84.466447
83.980012
83.490735
82.998601
82.503591
82.005690
81.504880
81.001145
80.494467
79.984829
79.472214
78.456604
77.937983
77.416332
76.891633
76.363870
75.833023
75.299075
74.762009
74.221804
73.678445
73.131911
72.582184
72.029246
71.473078
70.913661
70.350976
69.785004
69.215726
68.643122
68.067174
67.487861
66.905163
66.319062
65.729537
65.136568
64.540136
63.940219
63.336797
62.729851
62.119359
61.505301
60.887655
60.266402
59.641519
59.012986
58.380781
57.244884
56.605271
55.961922
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January 31, 2000
February 28, 2000
March 31, 2000
April 30, 2000
May 31, 2000
June 30, 2000
July 31, 2000
August 31, 2000
September 30, 2000

55.314815
54.663928
54.009238
53.350724
52.688363
52.022133
51.352011
50.677974
50.000000

Expressed as a percentage of Acquisition Cost.
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i Schedule C
!
I

The Maximum Lessee Risk Amount and the Maximum Lessor Risk
Aivounti shall be specified on the respective Lease Supplement
executed on the date of commencement of the Term for the various
i':ems of the Equipment.
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i EXHIBIT A
i

The Equipment shall include the various items referenced
»low as the "Trinity Coal Cars" which shall be subjected to the
jrms of this Agreement pursuant to the execution of Lease

Supplements from time to time and may also include other
e<juipment as may be subjected to the terms of this Agreement
pursuant to the execution of a Lease Supplement in connection
therewith.

i

Trinity Coal Cars:
i

155 cubic foot, 5 pocket, serial number and body-steel
utaderframe mechanized rapid discharge II coal cars, Trinity
;sign| number HK-40123 dated June 12, 1992, NSPX 92-001 through

912-135:.
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! Exhibit B
I

I LEASE SUPPLEMENT AND ACCEPTANCE CERTIFICATE

This Lease Supplement and Acceptance Certificate is dated
| , and is executed by NATIONSBANC LEASING CORPORATION

C|F NORTH CAROLINA, a North Carolina corporation ("Lessor") and
ORTHERN STATES POWER COMPANY, a Minnesota corporation ("Lessee")
pursuant to Section 4 of the Equipment Lease Agreement, dated as
f November 2, 1992 between Lessee and Lessor (the "Agreement").

A1!! capitalized terms used herein but not defined herein shall
have the meanings given to such terms in the Agreement.

lessee hereby acknowledges and agrees that the equipment
pecified on Annex A to this Lease Supplement and Acceptance
ertificate (the "Equipment") has been delivered to Lessee on the

cjate hereof at the delivery place described below, and that, as
etween Lessor and Lessee, the Equipment (a) has been inspected
do the complete satisfaction of Lessee, (b) is in good operating
rder,l repair and condition, (c) is of a size, design, capacity
nd manufacture selected by Lessee, (d) is suitable for Lessee's

purposes, (e) has been unconditionally accepted by Lessee on the
date hereof, for all purposes of the Agreement, and (f) is
subject to all of the terms, conditions and provisions of the
Agreement. Lessee further acknowledges, agrees and certifies
that Lessor has made no warranty, express or implied, with
respect to the Equipment and that the insurance policies,
certificates or other documents evidencing the covesrages required
under 'the Agreement have been delivered to Lessor.

Lessee hereby leases from Lessor the Equipment upon and
sabject to all of the terms, conditions and provisions of the
Agreement, and Lessor and Lessee further agree and state as
fpllows:

Delivery Place for the Equipment: Chicago, Illinois.

The Acquisition Cost is $ .

The Term for the Equipment commences on
id enjds on , both dates inclusive, unless

s Donerj terminated in accordance with the provisions of the
A jreement.

i
The Basic Payment for the Equipment for each monthly period

E the! Term is in an amount equal to the Basic Payment Factor
miltiplied by the Acquisition Cost.

The Maximum Lessee Risk Amount is
srcentage of Acquisition Cost.

The Maximum Lessor Risk Amount is
;rcentage of Acquisition Cost.
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IN WITNESS WHEREOF, the parties hereto have caused this
jase Supplement and Acceptance Certificate to be executed by

their duly authorized representatives as of the date first above
writteh.

j NATIONSBANC LEASING CORPORATION OF
! NORTH CAROLINA

By:
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Name:
Title:

NORTHERN STATES POWER COMPANY

By:
Name:
Title:
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Annex A

Equipment Description
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MASTER EQUIPMENT LEASE AGREEMENT

MASTER EQUIPMENT LEASE AGREEMENT, dated as of November 2,
l|992 (;as supplemented from time to time the "Agreement") between
NATIONSBANC LEASING CORPORATION OF NORTH CAROLINA, a North
Carolina corporation (the "Lessor") having its principal place of
business at NationsBank Corporate Center, 100 North Tryon Street,
C1007J-12-01, Charlotte, North Carolina 28255-0001 and NORTHERN
3TATES; POWER COMPANY, a Minnesota corporation (the "Lessee"),
having its principal place of business at 414 Nicollet Mall,
Minneapolis, Minnesota 55401.

i

In consideration of the mutual covenants and agreements
hereinafter set forth, the parties hereto agree as follows:

l|. Definitions. Unless the context otherwise requires,
ttie following terms shall have the following meanings for all
purposes of this Agreement and shall be equally applicable to
both the singular and the plural forms of the terms herein
l|e fined:

"Acceptance Date" means the date on which Lessor entered
into the Overall Transaction with respect to the particular items
)E thej Equipment and Lessee unconditionally accepted the
Eguipment for lease hereunder, as evidenced by the execution and
Islivery of the Lease Supplement related to the Equipment and
dated such date.

"Acquisition Cost" means an amount equal to the sum of (a)
the total cost paid by Lessor for or in connection with the
Equipment, plus (b) all excise, sales and use taxes paid by
j5ssor| on or with respect to the acquisition of the Equipment,
Lus (c) Transaction Costs, less (d) the total cost paid by
2ssor> for or in connection with those particular items of the

Equipment which have been the subject of an Event of Loss and for
wiich an amount equal to the Casualty Loss Value for such items
E Equipment has been paid in full to Lessor.

|
"Acquisition Expiration Date" means March 31, 1993.

i
"Affiliate" means any corporation or other entity of which

jcurities or other ownership interests having ordinary voting
pDwer to elect a majority of the board of directors or other
arsons performing similar functions are at the time directly or

i idireptly owned by Lessee.

"Appraisal Procedure" means the following procedure for
determining the Fair Market Sales Value of any property: If
either party to this Agreement shall have given written notice to
tie other party requesting determination of such value by the
Aopraisal Procedure, the parties shall consult for the purpose of
ippoiniting a qualified independent appraiser by mutual agreement.
: no such appraiser is so appointed within 15 days after such

njticel is given, each party shall appoint a qualified independent

!
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praiser within 20 days. If one party, but not the other,
points an appraiser pursuant to the preceding sentence, then
.e appropriately appointed appraiser shall conduct the
praisal. Any appraiser or appraisers appointed pursuant to the
>regoing procedure shall be instructed to determine the Fair
.rket Sales Value of such property within 30 days after his or
leir appointment. If the parties shall have appointed a single
praiser, his determination of values shall be final. If 2
praisers shall be appointed, the values determined shall be
/eraged. The parties shall share equally the costs and expenses
the appraiser or the appraisers, as the case may be.

".Assignee" means any Person to whom Lessor or ciny Assignee
has made any assignment, sale or transfer referred to in Section

(b) hereof.

"Basic Payment" means the amounts payable for the Equipment
ring the Term pursuant to Section 7(a) hereof.

"Basic Payment Date" means each date on which ci monthly
BJasic Payment is due and payable as provided in Section 7 (a)
ereof.

"Basic Payment Factor" means the Basic Payment Factor set
rth on Schedule A hereto.

"Basic Payment Period" means each monthly period beginning
th the date one (1) calendar month after the Acceptance Date
id ending with the date immediately preceding the etighth annual
iniversary of the Acceptance Date.

"Business Day" means any day other than a day on which
anking institutions in the State of North Carolina are
athorized or required by law to close.

"Casualty Loss Value" means as of any Casualty Loss Value
ite during the Term an amount determined by multiplying (a) the
:quisition Cost for all Equipment subject to an Event of Loss
jr which a casualty loss payment has not been previously made

uhder the Agreement by (b) the percentage set forth opposite such
isualty Loss Value Date on Schedule B hereto.

"Casualty Loss Value Date" means the last day of each Basic
lyment Period for which Basic Payments are payable during the
jrm. ;

"Code" means the Internal Revenue Code of 1986, as amended
'•om time to time.

"Consolidated Affiliate" means at any date any Affiliate or
:her entity the accounts of which would be consolidated with

those of Lessee in its consolidated financial statements if such
:atements were prepared as of such date.
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"Consolidated Tangible Net Worth" means at any date the
cbnsoladated stockholders' equity of Lessee and its Consolidated
Affiliates, less their consolidated Intangible Assets, all
determined as of such date. For purposes of this definition
1 Intangible Assets" means the amount (to the extent reflected in
determining such consolidated stockholders' equity) of (a) all
write-ups (other than write-ups resulting from foreign currency
ranslations and write-ups of assets of a going concern business

made within 12 months after the acquisition of such business) in
the book value of any assets owned by Lessee or a Consolidated
AEfiliate and (b) all goodwill, patents, trademarks, service
marks,; trade names, copyrights, organization or developmental
expenses and other intangible assets.

"Covered Income Tax" shall have the meaning given to such
arm in Section 18 hereof.

"Default" means any event which with the giving of notice or
t|ie passage of time or both would result in an Event of Default.

"Equipment" means the equipment described in Exhibit A
:reto; delivered on the Acceptance Date, together with any Parts

(including replacement Parts) which may from time to time be
i icorpprated in such equipment or other property and! title to
wjaich shall have vested in Lessor.

"ERISA" shall have the meaning given to such term in
action 21(k) hereof.

i
"Event of Default" shall have the meaning given to such term

Section 22 hereof.

"Event of Loss" with respect to any item of Equipment means
ahy of; the following events: (a) loss of any item of Equipment or
f the| use thereof due to theft or disappearance during the Term,
- the; non-existence of any item of Equipment at the expiration
r termination of the Term prior to its expiration, (b)
astruction, damage beyond repair, or rendition of any item of

E juipment permanently unfit for normal use for any reason
wiatsoever, (c) any damage to any item of Equipment which results
i:i an insurance settlement with respect to such item of Equipment
01 the; basis of a total loss, or (d) the condemnation,
confiscation, seizure, or requisition of use or title to any item
: Equipment by any governmental authority under the power of

eminent domain or otherwise.
i

"Expiration Date" means the date immediately preceding the
Lghth| annual anniversary date of the Acceptance Date.

"Fair Market Sales Value" means the value which would obtain
i:i an arm's length transaction between an informed and willing
buyer .̂nd an informed and willing seller under no compulsion to

"M. | If the parties are unable to agree on the Fair Market
Skies Value within 30 days of Lessor's giving of notice as
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specified in Section 23 (c) hereof, such Fair Market Sales Value
hall be determined by the Appraisal Procedure.

"Improvement" shall have the meaning given to such term in
ection 12 hereof.

"Lease Supplement" means a Lease Supplement and Acceptance
Certificate substantially in the form of Exhibit B hereto, to be
executed by Lessor and Lessee for the Equipment, in accordance
ith the provisions of Section 4 hereof.

"Liens" means any liens, mortgages, encumbrances, pledges or
ecurity interests of any kind.

"Maximum Cost" means the sum of $7,900,000.00.

"Maximum Lessee Risk Amount" for the Equipment means the
ercentage set forth in Schedule C hereto under the heading
^aximum Lessee Risk Amount multiplied by the Acquisition Cost.

"Maximum Lessor Risk Amount" for the Equipment means the
percentage set forth in Schedule C hereto under the heading
Maximum Lessor Risk Amount multiplied by the Acquisition Cost.

"Net Proceeds of Sale" means the net amount received by
LJessor from a third party purchaser of the Equipment pursuant to
sale of the Equipment under Section 29(c) hereof.

"Option Election Notice Date" means the date seven and one-
(7-1/2) years after the Acceptance Date.

"Overall Transaction" means all of those transactions
sferred to in, provided for in, or contemplated by, this

Agreement, including, without limitation, the financing,
Deration and management of the Equipment.

"Overdue Rate" means the lesser of the maximum rate
jrmitted by applicable law and a per annum interest rate equal
the Transaction Rate for the Equipment plus 100 basis points.

"Parts" means all appliances, parts, instruments,
abpurtenances, accessories and miscellaneous property of whatever
nature that may from time to time be incorporated or installed in
: attached to or otherwise part of the Equipment.

"Payments" means Basic Payments and Supplemental Payments.

"Permitted Contests" means any contest by Lessee with
rospect to any Lien, tax or imposition referred to in Sections 15
o:: 18 hereof, and any contest by Lessor with respect to any Lien,
tax or imposition referred to in Section 8(b) hereof, so long as
Lessee or Lessor (as the case may be) shall contest, in good
faith and at its expense, the existence, the amount or the
validity thereof, the amount of the damages caused thereby, or
tl
wl

extent of its liability therefor, by appropriate proceedings
lich do not result in (a) the collection of, or other
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realization upon, the tax, assessment, levy, fee, rent, charge,
.ien or encumbrance so contested, (b) the sale, forfeiture or
Loss of any item of Equipment or any Part, or the Payments or any
>ortion thereof, (c) any interference with the quiet enjoyment
.nd use of any item of Equipment or any Part thereof, or (d) any
nterference with the payment of the Payments or any portion
hereof. The party initiating any such contest shall pay, and
ave harmless the other party against, any and all losses,
udgments, decrees and costs (including, without limitation, all
:reasonable attorneys' fees and expenses) in connection with any
jiuch contest and shall promptly after the final settlement,
compromise or determination (including any appeals) of such
contest, fully pay and discharge the amounts which shall be
I evied, assessed, charged or imposed or be determined to be
payable therein or in connection therewith, together with all
penalties, fines, interests, costs and expenses thereof or in
onnection therewith, and perform all acts, the performance of

vftiich shall be ordered or decreed as a result thereof.

"Permitted Lien" means a Lien permitted by the provisions of
Section 15 hereof.

"Permitted Sublease" means a sublease (a) which complies
With the requirements of Section 14 hereof(b) the term of which
shall in no event exceed the then remaining portion of the Term
nd (c) immediately prior to the commencement of the term of

which, and after giving effect to which, there shall exist no
efault or Event of Default.

"Person" means any individual, corporation, partnership,
oint venture, association, joint stock company, trust,
trustee (s) of a trust, unincorporated organization, or government
tr governmental authority, agency or political subdivision

thereof.

"Purchase Agreement" means the Purchase Agreement dated as
of. the date hereof between the Seller and Lessor.11

"Replacement" shall have the meaning given to such term in
Section 12 hereof.

"Replacement Item" means any item of equipment conveyed to
Lessor pursuant to Section 16(b) hereof in replacement of any
i';em of Equipment.

"Required Alteration" shall have the meaning given to such
t&rm in Section 12 hereof.

"Sales Expenses" means (a) all property, excise, sales and
ui*e taxes and other taxes (as such may be applicable, to the sale
off transfer of the Equipment), (b) all fees, costs and expenses
os such sale or transfer of the Equipment (including, without
limitation, fees, costs and expenses of attorneys or those
associated with transportation, storage, security or insurance)
incurred by Lessor and (c) any and all other amounts incurred in
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connection with such sale or transfer of the Equipment for which,
Lf not paid, Lessor would be liable or which, if not paid, would
:onstitute a Lien on the Equipment, or any Part.

"Seller" means Trinity Industries, Inc., a Delaware
corporation.

"Supplemental Payments" means all amounts, liabilities and
)bligations which Lessee assumes or agrees to pay hereunder to
essor or others, including, without limitation, payments of
Casualty Loss Value and indemnities, but excluding Basic
'ayments.

"Term" means the period of ninety-six (96) consecutive
alendar months from and including each Acceptance Date, unless
his Agreement is sooner terminated pursuant to the provisions
ereof.

"Third Party Purchaser" means a third party purchaser of the
Equipment in accordance with Section 29 hereof.

"Transaction Costs" means all fees, costs and expenses
incurred by Lessor or Lessee relating to the acquisition, sale or
transfer of the Equipment from the Seller (including, without
limitation, any filing or search fees, the fees, costs and
ejxpenses of the attorneys for Lessor and Lessee, special
terstate Commerce Commission counsel, and those Persons

[ssociated with the transportation, storage, security or
itnsurance of the Equipment) .

"Transaction Rate" means a rate of interest ecpaal to the
current yield in the secondary market of United States Treasury
sscurities of substantially the same amount as the Acquisition
CDSt referenced in the Lease Supplement for such Equipment and
hiving a term to maturity of not less than 75 months from the
c Dmmencement of the Term for such Equipment as referenced in such
Lease Supplement." "Warranty Bill of Sale" shall have the meaning given to such
tferm in Section 3(a)(vii) hereof.

The words "this Agreement", "herein", "hereunder", "hereof",
• other like words mean and include this Agreement and the Lease
ipplement and any amendment and supplement hereto or thereto.

2. Agreement for Lease of Equipment; Covenant of Quiet
Eikjoyment. Subject to, and upon all of the terms and conditions
oi this Agreement, Lessor hereby agrees to lease to Lessee and
Lessee hereby agrees to lease from Lessor, the Equipment for the
Term. :Provided that no Event of Default has occurred and is
continuing, Lessor agrees that it shall not interfere with
Lessee's quiet enjoyment and use of the Equipment during the
Term. Lessor or any Assignee shall not grant or allow any Liens
tc be placed on the Equipment other than as permitted in
accordance with the provisions of Section 8(b) hereof.
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3. Conditions Precedent. The obligations of Lessor to
>urchase the Equipment and to lease the same to Lessee and enter
.nto the Overall Transaction are subject to:

(a-l) the delivery to Lessor on the closing date of this
.greement of the following documents each in form and substance
atisfactory to Lessor:

: (i) Lessee's articles of incorporation, by-laws and
resolutions, all of which shall be certified, with such
resolutions authorizing the Overall Transaction and Lessee's
execution, delivery and performance of this Agreement and an
incumbency certificate of Lessee containing the name(s),
title(s) and specimen signature(s) of the person(s)
authorized on behalf of Lessee to execute this Agreement;

(ii) a written opinion of counsel for Lessee in form
and substance satisfactory to Lessor;

(iii) a certificate of insurance evidencing the
coverages required under Section 17 hereof;

(iv) [Intentionally Omitted];

(v) Uniform Commercial Code filings as deemed
appropriate by Lessor's counsel duly executed by Lessee;

(vi) [Intentionally Omitted]; and

(vii) the Purchase Agreement duly executed by the
Seller; and

(viii) a legal opinion of Donelan, Cleary, Wood & Maser,
P.C., special Interstate Commerce Commission counsel to
Lessor; and

(a-2) the delivery to Lessor on the respective closing
dates for the various items of Equipment referenced in each Lease
Supplement of the following documents each in form and substance
satisfactory to Lessor:

; (i) a certificate of insurance evidencing the
coverages required under Section 17 hereof;

(ii) the Lease Supplement, duly executed by Lessee and
Lessor, and dated the Acceptance Date;

(iii) Uniform Commercial Code filings as deemed
appropriate by Lessor's counsel duly executed by Lessee;

(iv) a full warranty bill of sale (the "Warranty Bill
of Sale") specifically referring to each item of the
Equipment, duly executed by the Seller in favor of Lessor
and dated the Acceptance Date; and
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j (v) an update to the legal opinion of Dorielan, Cleary,
Wood & Maser, P.C., special Interstate Commerce Commission
cpunsel to Lessor; and

(b) The fulfillment to the satisfaction of Lessor as of
ach Acceptance Date of the conditions specified in the following
ovisions:

(i) the absence on the Acceptance Date of any Liens on
the Equipment, other than any Permitted Lien of the type
specified in Sections 15(a) or (b) hereof;

i
(ii) the Acquisition Cost will not exceed the Maximum

Cost;

(iii) the Acceptance Date shall be a date between and
inclusive of the date hereof and the Acquisition Expiration
Date;

(iv) Lessee shall have paid all fees and expenses due
and owing with respect to the Overall Transaction on or
prior to the Acceptance Date; and

I (v) Lessor shall have received such other documents,
appraisals, certificates, financing statements and other
items, in form and substance satisfactory to Lessor, as
Lessor may reasonably require.

4!. Delivery and Acceptance of Equipment. Lessor shall not
5 liable to Lessee for any failure or delay in obtaining the

Equipment or making delivery thereof. Lessor hereby appoints
2ssee| as Lessor's agent for the sole and limited purpose of
icepting delivery of each item of the Equipment. On the
:ceptance Date Lessee shall promptly inspect each item of

Ejuipment, and unless Lessee gives Lessor prompt written notice
E any defect in or other proper objection to any item of such

Ejuipment, Lessee shall promptly upon completion of such
i ispection execute and deliver to Lessor the Lease Supplement,
dited the Acceptance Date. Various items of the Equipment may
hive different Acceptance Dates that will be referenced in
Lfferpnt Lease Supplements. Lessor shall also pay to the Seller

tie Acquisition Cost of the Seller's Equipment if all of the
c jnditions precedent specified in Section 3 hereof have been
fulfilled to Lessor's reasonable satisfaction. The execution of
tie Lekse Supplement by Lessee and Lessor shall evidence that the
e<ich item of Equipment has been accepted under this Agreement,
uoon and subject to all of the terms, conditions and. provisions
hereof! and shall constitute Lessee's unconditional and
irrevocable acceptance of the Equipment for all purposes under

tiiis Agreement. Lessee's execution of the Lease Supplement shall
constitute Lessee's acknowledgement and agreement that, as
jtween Lessor and Lessee, each item of Equipment has been

inspected to Lessee's satisfaction, is in good operating order,
spairj and condition, is of a size, design, capacity and

manufacture selected by Lessee, that each item of Equipment is
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uly certified or licensed by any governmental entity which is
harged with issuing such certificates or licenses, that Lessee
s satisfied that each item of Equipment is suitable for its
urpose, that Lessor has made no warranty, expressed or implied,
ith respect to any item of Equipment and that Lessee has

Unconditionally accepted each item of Equipment under this
£greement.

5. Term. The Term for lease of the Equipment hereunder
hall commence on the Acceptance Date, and unless sooner
tjerminated in accordance with the provisions of this Agreement,
shall end on the Expiration Date.

6. Expiration Date Delivery of Equipment.

(a) Delivery to Lessor. If this Agreement shall be in
f|ull force and effect and Lessee shall not have elected to
rchase the Equipment in accordance with Section 2£> hereof, then
the Expiration Date Lessee shall deliver, at Lessee's expense,

t|he Equipment to Lessor (or to a third party to which the
;uipment shall be sold pursuant to said Section 29). Lessee

spall 'deliver the Equipment to a location or locations within the
continental United States as specified in writing by Lessor or
such third party recipient. The terms of this Section 6 shall
apply to Lessee's delivery of the Equipment. At the time of such
return! to Lessor or delivery to the third party, each item of
Equipment (and each part or component thereof) shall (i) be in
gpod operating order in accordance with the "interchange rules"
op the American Association of Railroads ("AAR") and the rules of
le Federal Railroad Administration ("FRA"), and in the repair
nd condition as when originally delivered to Lessee, ordinary

wbar and tear from proper use thereof excepted, and refurbished
wiere necessary, (ii) be capable of being immediately operated by

third party purchaser or third party lessee without further
inspection, repair, replacement, alteration or improvement, (iii)

2 in accordance and compliance with any and all sta.tutes, laws,
rdinahces, rules and regulations of any Federal, state or local
rivernmental body, agency or authority applicable tc the use and
leration of such item of Equipment, and (iv) be free and clear

of all Liens, other than those granted or placed thereon by
Lessor! or Assignee.

7'. Payments.

I (a) Basic Payments. Lessee hereby agrees to pay
Lessor Basic Payments for the Equipment throughout the Term, in
consecutive monthly installments, in accordance with wire
transfer instructions delivered by Lessor to Lessee. Each
monthly installment shall be in an amount equal to the Basic
Payment Factor set forth on Schedule A hereto multiplied by the
Acquisition Cost. Each Basic Payment shall be payable in
arrears, on the last day of the Basic Payment Period to which
such Basic Payment corresponds.
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(b) Supplemental Payments. Lessee agrees* to pay
essorj, or to whomsoever shall be entitled thereto eis expressly
trovided herein, all Supplemental Payments promptly as the same
lall Ibecome due and owing, and in the event of any failure on

the part of Lessee to pay any such Supplemental Payment hereunder
Lessorj shall have all rights, powers and remedies provided for
hereiri °r by law or equity or otherwise in the case of nonpayment

Bas|ic Payments.

(c) Method of Payment. If the date that any Payment
s duej is other than a Business Day the Payment otherwise payable
i such date shall be payable on the next succeeding Business
ay. All Basic Payments and Supplemental Payments required to be

made by Lessee to Lessor hereunder shall be made in good funds
and inj United States dollars. In the event of any assignment to
an Assjignee pursuant to Section 14 (b) hereof, all paiyments which
re assigned to such Assignee, whether Basic Payments,
applemental Payments or otherwise, shall be paid in the same

manner! specified herein for payments to Lessor at such address as
siall be designated by such Assignee. Time is of the essence in
cDnnecition with the payment of Basic Payments and Supplemental
ayments.

8 Net Lease; Lessor Liens.

(a) Net Lease. This Agreement is a net lease and
ssseej acknowledges and agrees that Lessee's obligations

hsreunder, including, without limitation, its obligations to pay
.1 Payments payable hereunder, shall be absolute and

u icond'itional under any and all circumstances and shall be paid
without: notice or demand and without any abatement, reduction,
Lminution, setoff, defense, counterclaim or recoupment
latsobver, including, without limitation, any abatement,
sduction, diminution, setoff, defense, counterclaim or
jcoupjnent due or alleged to be due to, or by reason, of, any
ist, ^resent or future claims which Lessee may have against
jssor:, any Assignee, or the manufacturer of any item of the

Equipment, any Part or unit or component of the Equipment, or any
:her Person for any reason whatsoever; nor, except as otherwise
cpressly provided herein, shall this Agreement terminate, or the

obligations of Lessee be otherwise affected, by reason of any
jfectj in any item of the Equipment, any Part or unit or

component of the Equipment, the condition, design, operation or
.tnesp for use thereof, any damage to, or any loss or
;struction of, any item of the Equipment, any Part or unit or

component of the Equipment, or any Liens or rights of others with
;spect to any item of the Equipment, any Part or unit or

component of the Equipment, any prohibition or interruption of or
:her restriction against Lessee's use, operation or possession
: anyj item of the Equipment, any Part or unit or component of

the Equipment, for any reason whatsoever, or any interference
.th such use, operation or possession by any Person or entity,
- by Reason of any failure by Lessor to perform any of its

obligations herein contained, or by reason of any other
indebtedness or liability, howsoever and whenever arising, or
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jessor or of any Assignee or of Lessee to any other Person, or by
reason of any insolvency, bankruptcy or similar proceedings by or
iigainst Lessor, any Assignee, any guarantor of Lessee's
obligations or Lessee, or for any other reason whatsoever,
whether similar or dissimilar to any of the foregoing, any
present or future law to the contrary notwithstanding; it being
he intention of the parties hereto that the Basic Payments and
upplemental Payments payable by Lessee hereunder shall continue
o be'payable in all events and in the manner and at the times
.erein provided, without notice or demand, unless the obligation
o pay the same shall be terminated pursuant to the express
revisions of this Agreement.

I

(b) Lessor Liens. Notwithstanding Section 8(a),
essof or Assignee shall not directly or indirectly create,
ncur, assume or suffer to exist any Lien on or with respect to
ny item of Equipment (other than the security interest granted
n this Agreement or any such Lien subject to a Lien Contest,
ereinafter defined) ("Lessor Lien"). Lessor or Assignee shall,
t its own expense, promptly pay, satisfy and otherwise take such
ctiori as may be necessary to keep each such item of Equipment
ree and clear of, and duly discharge, any Lessor Lien,
otwithstanding anything to the contrary in this Agreement,
essee shall, at the end of the Term, have the right to setoff
any Payment due hereunder by the amount of any Lessor Lien.
Hrior to any such setoff, Lessor or Assignee shall have the right
to contest the validity of the Lessor Lien ("Lien Contest"). In
the event of a Lien Contest, NSP shall have the right to withhold
any amount subject to setoff until resolution by Lessor or
Assignee of the Lien Contest.

9. Lessor's Title; Grant of Security Interest;
be 'and Remain Personal Property.

Equipment

E

R

(a) Lessor's Title. Title to each item of the
^uipment shall at all times remain in Lessor and at no time
iring; the Term shall title become vested in Lessee.

(b) Grant of Security Interest; Equipment to be and
Personal Property. This Agreement is a lease intended as

security. Lessee hereby grants to Lessor a security interest in
Equipment and all proceeds thereof as collateral security for

le payment and performance by Lessee of Lessee's obligations as
:ssee hereunder. It is the intention and understanding of both

Lfessor1and Lessee, and Lessee shall take all such actions as may
be required to assure, that the Equipment shall be and at all
times remain personal property, notwithstanding the manner in
wnich the Equipment may be attached or affixed to realty. Lessee
small obtain and record such instruments and take such steps as
may be necessary to prevent any Person from acquiring any rights
im the\Equipment by reason of the Equipment being claimed or
deemed,to be real property. Upon request by Lessor, Lessee shall
obtain and deliver to Lessor valid and effective waivers, in
recordable form, by the owners, landlords and mortgagees of the
real property upon which the Equipment or any item of Equipment
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Ls located or certificates of Lessee that it is the owner of such
::eal property or that such real property is not leased and/or
nortgaged.

10. Use of Equipment; Compliance with Laws. Lessee agrees
:hat each item of Equipment will be used and operated only (a)
:or purposes or operations in the ordinary course of its business
and (b) in the manner set forth in, and in accordance with, the
terms, conditions and provisions of the insurance policy or
olicies providing the coverages specified in Section 17 hereof,
n no;event shall Lessee use or operate any item of Equipment, or
owingly permit any item of Equipment to be used or operated,
or any purpose for which such item of Equipment is not designed
r reasonably suitable, or in any fashion that may reasonably

Eiubject such item of Equipment to any Liens, other than Permitted
Liens, or in any area excluded from coverage by any such
insurance policy or policies. Lessee further agrees that each
item of Equipment will be used and operated in the conduct of
lessee's business and in compliance with all statutes, law,
crdinances, rules and regulations of any Federal, state, local or
foreign government or governmental authority having jurisdiction
vith respect to the use, operation, maintenance, condition and
cccupancy of any item of Equipment (including, without
limitation, all zoning, environmental protection, pollution,
sanitary and safety laws). Lessee will not load, use, operate,
cr store any item of Equipment, or knowingly permit the loading,
using, operating or storing of any item of Equipment, in a
negligent manner or otherwise in violation of this Agreement or
so as to void any of the insurance coverages specified in Section
17 hereof respecting any item of Equipment. Lessee shall procure
and maintain in effect all licenses, certificates, permits,
approvals and consents required by Federal, state, local or
Dreign laws or by any governmental body, agency or authority, in
Dnnection with the delivery, use, operation, maintenance,
ondition and occupancy of each item of Equipment. The Equipment

will at all times be and remain in the control of Lessee except
as Lessee's relinquishment of control of an item of Equipment is
s aecifically permitted by this Agreement and except while an item
oE Equipment is undergoing maintenance. To the extent that any
applicable law requires the licensing or certification of an
operator of any item of the Equipment, each such operator shall
bs duly licensed and currently certificated and qualified to
operate such item of Equipment and authorized by the terms of (in
a :cordance with the provisions and requirements of) the insurance
policy, or policies providing the coverages specified in Section
17 hereof.

11. Operation and Maintenance of Equipment. Lessee agrees,
at its i own cost and expense, to keep, repair, maintain and
preserve the Equipment in good order and operating condition, in
accordance with the "interchange rules" of the AAR and the rules
oi\ the>FRA, and in compliance with such maintenance and repair
standards and procedures as are set forth in the manufacturer's
mc.nuals pertaining to the Equipment, and as otherwise may be
required to enforce warranty claims against each vendor and
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nufacturer of each item of Equipment, and in compliance with
11 requirements of law applicable to the maintenance and
ondition of the Equipment. Lessee shall, at its own cost and
xpense, supply the necessary items required in the operation of
he Equipment. Lessee hereby waives any right now or hereafter
onferred by law to make repairs on the Equipment at the expense
f Lessor.

12. Replacement of Parts; Alterations; Modifications and
Additions. In case any part, component or unit of the Equipment
s required to be altered or modified, or any equipment or
ppliance is required to be altered, added, replaced or modified
n any item of Equipment or in either case in order to comply
ith the laws, regulations, requirements or rules ('"Required
Iteration") pursuant to Sections 10 or 11 hereof, Lessee agrees
o make such Required Alteration at its own expense.. Such
equired Alteration shall immediately be and become the property
f Lessor and subject to the terms of this Agreement. Lessee
rees that, within 30 days after the close of any calendar
arter in which Lessee has made any material Required
teration, Lessee will give written notice thereof to Lessor
scribing, in reasonable detail, the Required Alteration and

specifying the cost thereof and the date or dates when made. All
parts, equipment and appliances incorporated or installed in or
attached to any item of Equipment in connection with servicing,
repairing, maintaining and overhauling any item of Equipment
pirsuant to the requirements of Sections 10 or 11 hereof
("Replacement") shall be considered accessions to such item of
Equipment and shall immediately, without further act, be and
become the property of Lessor and part of the Equipment. Lessee
may, without the prior written consent of Lessor, affix or
i:istall any accessory, equipment or device on the Equipment or
mike any improvement or addition thereto other than a Required
Alteration or Replacement ("Improvement"); provided that, (a) a
nonremovable Improvement may only be made to the Equipment if
such Improvement does not reduce the value of the Equipment and
(4>) any other Improvement may only be made to the Equipment if
sinch Improvement is readily removable without causing damage to
tme Equipment or impairing the value, utility or condition the
Equipment would have had if such Improvement had not been so
affixed or installed. Improvements shall be considered
accessions to the Equipment and shall immediately without further
aat, be and become the property of Lessor and part of the
Equipment. At the time title to any replacement Part, equipment

appliance has become vested in Lessor pursuant to the

E3

ovisions of this Section 12, title to the part, equipment or
pliance replaced thereby shall thereupon vest in Lessee;
ovided. however, that in no event shall any Part, equipment or
pliance which cannot be removed without causing damage to any

idem of Equipment vest in Lessee. In the event that Lessee
undertakes to add a Required Alteration, Replacement or
Improvement, the parties (to the extent each so elects in its
sale discretion at such time) agree to negotiate in good faith
fcr additional financing and incorporation into this Agreement or
separate agreement with a term identical to the remaining Term
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underithis Agreement. Other terms and conditions of such
mancing shall be negotiated in good faith between the parties.

iI
13. Identification; Inspection; Reports.
! " *

j (a) Lessee shall, promptly after the Acceptance Date,
ijiark each item of the Equipment so as to identify that such item
s owned by Lessor.

quring normal business hours and upon reasonable notice to Lessee
o inspect (i) the Equipment (at Lessee's facilities or the
acilities of any entity then in possession of such Equipment)
nd (ii) Lessee's records with respect thereto; provided.
However. Lessor will conduct no such inspection which is

(b) Lessor shall have the right on any Business Day

easonably likely to disrupt Lessee's business operations,
essor shall only conduct such inspections, or cause such
nspections to be conducted, as Lessor deems necessary or
Dprop^riate to confirm the existence and proper maintenance of

the Equipment. Upon receipt of Lessor's notice requesting to
nspect certain Equipment, Lessee shall promptly notify Lessor of
the location of the Equipment and shall make all necessary
rrangements with the entity then in possession of the Equipment

to facilitate the inspection.
i
j (c) Upon Lessor's request the Lessee shall furnish

essor with an accurate statement showing the then current
ocation of each item of the Equipment, such requests not to
ceed one time per year.

114.,i Assignment. Sublease or Transfer; Assignment:
onsolidation and Merger.

i (a) Assignment. Sublease or Other Transfer by Lessee.
SSEE WILL NOT, WITHOUT THE PRIOR WRITTEN CONSENT OF LESSOR
WHICH SHALL NOT BE UNREASONABLY WITHHELD), ASSIGN, SUBLEASE OR
THERWJSE TRANSFER ITS RIGHTS OR OBLIGATIONS HEREUNDER FOR A
IOD! EXCEEDING THE GREATER OF THREE MONTHS OR THE REMAINDER OF

HE TERM, AND ANY ATTEMPTED ASSIGNMENT, SUBLEASE OR OTHER
^ANSFER BY LESSEE FOR A PERIOD EXCEEDING THE GREATER OF THREE
DNTHSJ OR THE REMAINDER OF THE TERM WITHOUT SUCH LESSOR CONSENT
HALL BE NULL AND VOID.

j
Notwithstanding the foregoing, so long as no Event of

sfault has occurred and is continuing hereunder, Lessee shall
ave the right to permit the use of the Equipment in the usual
iterchange of traffic, provided that Lessee's obligations
sreunder shall remain in full force and effect. No assignment,
ablease or other transfer by Lessee shall reduce any of the
Dliga|tions of Lessee hereunder or the rights of Lessor
sreunder, and all of the obligations of Lessee hereunder shall
2 andj remain primary and shall continue in full force and effect
3 thej obligations of a principal and not of a guarantor or
irety. Lessee shall furnish to Lessor not later than the
:fective date of such sublease (i) new insurance certificates
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rom Lessee's insurance broker, in form and substance
atisfactory to Lessor, indicating compliance with the insurance
revisions of this Agreement and (ii) an officer's certificate
tfrom Lessee naming the sublessee and specifying the address for
he sublessee's principal place of business. Lessee shall, and
hall |cause such sublessee to, execute and deliver such
djnstruments to the appropriate Person for filing and to deliver
opies of the same to Lessor (including sublease agreements and
niform Commercial Code financing statements) as may be requested
y Lessor in connection with any such sublease.

(b) Assignment By Lessor. Subject to the requirements
f Section 8(b) hereof, Lessor may at any time (i) assign, sell
r transfer, in whole or in part, Lessor's right, title and
interest in, to and under this Agreement and the Lease
Supplement, including, without limitation, the right: to receive
any or all Payments payable under this Agreement and under the
lease 'Supplement with respect to the Equipment, and (ii) sell or
transfer all of Lessor's right, title and interest ::n and to the
Equipment (provided, however, such assignment, sale or transfer
shall not be permitted if such assignee, purchaser or transferee
has, over the past five years, an average yearly net: worth of
less than $150,000,000). Each such assignee of Lessor's rights
(an "Assignee") shall have all of Lessor's right, title and
interest hereunder to the extent that the same relate to the
interest of the Assignee covered by the assignment, including,
without limitation, the right to receive such Assignee's portion
of the, Basic Payments payable for the Equipment for all Basic
Payment Periods commencing on or after the date of such
assignment, the right to receive such Assignee's portion of the
ipplemental Payments which are payable as a result of acts or
vents, which occur on or after the date of such assignment and
tie right to enforce, either in such Assignee's name: or in
essor's name, but without cost or expense to Lessor, all of
sssor's rights hereunder assigned to such Assignee. Such

Assignee may re-assign all or a portion of such right, title and
iterest. Any such assignment shall be subject to Lessee's
Lghtsj hereunder so long as no Event of Default has occurred and

i 3 continuing hereunder. Lessee shall be under no obligation to
a ly Assignee except upon written notice of such assignment from

Si

2ssor. Upon written notice from Lessor to Lessee of such
ssignment, Lessee agrees to pay the Basic Payments and
.ipplemental Payments to the Assignee in accordance with the
jrms of this Agreement supplemented by the instructions

specified in such notice, to give all notices which are required
: permitted to be given by Lessee to Lessor hereunder to the

Porson(s) specified to receive the same in such notice of
assignment and to otherwise comply with all reasonable notices,
directions and demands which may be given by such Assignee in
accordance with the provisions of this Agreement. Lessee agrees
to deliver to any Assignee an acknowledgement of the assignment
together with an opinion of Lessee's counsel regarding the
validity and enforceability of this Agreement against Lessee, an
incumbency certificate of Lessee and such authorizing resolutions
ass such Assignee may reasonably request; provided, however. all
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ut of pocket fees and expenses incurred by Lessee in connection
ith the production or delivery of the foregoing documents
Referenced previously in this sentence shall be for the account
f Lessor or such Assignee, as agreed to by such parties.

(c) Consolidation. Merger. Conveyance. Transfer and
ease By Lessee. Lessee shall not consolidate with or merge into
ny other corporation or convey, transfer or lease substantially
11 of its assets as an entirety to any Person unless:

; (i) Lessee is the surviving entity of any such
consolidation or merger; or

i

(ii) (A) the corporation formed by such
consolidation or into which Lessee is merged, or the Person
which acquires by conveyance, transfer or lease of
substantially all of the assets of Lessee as an entirety,
shall be a solvent corporation organized and existing under
the laws of the United States or any state thereof or the
District of Columbia and shall execute and deliver to Lessor
an agreement containing an effective assumption by such
successor, transferee or lessee corporation of the due and
punctual performance and observance of each covenant and
condition of this Agreement; provided any conveyance,
transfer or lease of substantially all of its assets shall
riot release Lessee from its obligations under this
Agreement, which obligations shall at all times; remain
primary and direct;

I (B) immediately prior to and after giving
effect to such transaction, no Default or Event of

i Default shall have occurred and be continuing;

(C) immediately after giving effect to such
transaction, the consolidated tangible net. worth
(computed on the same basis as the Consolidated
Tangible Net Worth) of the corporation formed by such
consolidation or into which Lessee is merg'ed or the
Person which acquired by conveyance, transfer or lease
substantially all the assets of Lessee as an entirety,
as the case may be, shall not be less than 100% of the
Consolidated Tangible Net Worth of Lessee as reflected
in Lessee's then most recent audited financial
statements furnished by Lessee pursuant hereto prior to
such consolidation, merger, conveyance, transfer or
lease; and

(D) Lessee shall have delivered to Lessor a
i certificate signed by two officers, one of whom shall

be the President or a Vice President, and one of whom
i shall be the Treasurer or the Secretary or an Assistant

Secretary of Lessee, and an opinion of Lessee's counsel
. satisfactory in form and substance to Lessor stating

that such consolidation, merger, conveyance, transfer
, or lease and the assumption agreement mentioned in
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clause 14(c)(ii)(A) above comply with the requirements
of this Section 14(c) and that all conditions precedent
herein provided for relating to such transaction have
been complied with.

Upon any consolidation or merger in which Lessee is not the
surviving corporation, or any conveyance, transfer or lease of
s ibs taint ially all the assets of Lessee as an entirety in
.^cordance with this Section 14(c), the successor corporation
Drmedj by such consolidation or into which Lessee is merged or to

wiich ;such conveyance, transfer or lease is made sha.ll succeed
D, and be substituted for (but without release of Lessee from
.iy of] its obligations hereunder with respect to any conveyance,
ransfer or lease of substantially all the assets of: Lessee as an

eitirety), and may exercise every right and power of, Lessee
uider this Agreement with the same effect as if such successor
CDrporation had been named as a Lessee herein.

115. Liens. Lessee will not directly or indirectly create,
ibcur,j assume or suffer to exist any Lien on or with respect to
any itlem of Equipment, or Lessor's title thereof, except the
following (collectively, the "Permitted Liens") : (a) any Lien
granted to Lessor hereunder or granted or placed thereon by
Lessor as a result of an assignment pursuant to Section 14(b)
hereof1, (b) any Lien resulting from an independent act of or
claim 'against Lessor which does not result from, arise out of or
relate1 to the manufacture, acquisition, ownership or leasing of
such ijtem of Equipment or this Agreement or the Lease Supplement
or any Default or Event of Default, (c) any Lien for taxes either
not yet delinquent or which are the subject of a Permitted
Contesjt, and (d) any materialmen's, mechanics', workmen's,
repairmen's or employees' lien or any other like lien arising in
tpe ordinary course of business, which is not delinquent or the
subject of a Permitted Contest. Lessee, at its own expense, will
promptly pay, satisfy and otherwise take such actions as may be
necessary to keep each item of Equipment free and clear of, and
to duly discharge or eliminate or bond in a manner satisfactory
to Lessor, any such Lien not excepted above if the same shall
arise |at any time. Lessee will notify Lessor and any Assignee in
writing promptly upon becoming aware of any tax or other Lien
(other than any Lien excepted above) that shall atteich to any
item of Equipment and of the full particulars thereof.

16. Loss. Damage or Destruction.

j (a) Risk of Loss, Damage or Destruction. Lessee
hereby assumes all risk of loss, damage, theft, taking,
destruction, confiscation, requisition or commandeering, partial
r complete, of or to the Equipment, however caused or
ccasioned, such risk to be borne by Lessee with respect to the
quipment from the Acceptance Date, and continuing until the
quipment has been delivered in accordance with the provisions of
ection 6 hereof or has been purchased by Lessee in accordance
ith the provisions of Section 29 hereof. Lessee agrees that no
ccurrence specified in the preceding sentence shall impair, in

I
i
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v/iole or in part, any obligation of Lessee under this Agreement,
including, without limitation, the obligation to make Payments.

(b) Event of Loss with Respect to Equipment.

I (i) Upon the occurrence of an Event of Loss with
respect to any item of Equipment during the Term, Lessee
shall forthwith (and in any event within 10 days after such
occurrence) give Lessor written notice of such Event of Loss
and of its election to perform one of the following options
(it being agreed that if Lessee shall not have given Lessor
notice of such election within such 10 days after such
occurrence, Lessee shall be deemed to have elected to
perform the option set forth in the following clause (B)),
provided that Lessee shall not have the right to select the
option set forth in the following clause (A) if a Default or
Event of Default shall have occurred and be continuing and
in such circumstance shall be deemed to have selected the
option set forth in the following clause (B):

(A) As promptly as practicable, and in any
| event within 60 days of the occurrence of such Event

of Loss, Lessee shall: (I) convey or cause; to be
conveyed to Lessor pursuant to Section 16(b) (ii), and

j to be leased by Lessee hereunder in replacement for
' such item of Equipment, a replacement item (the

"Replacement Item"), such Replacement Item to be free
i and clear of all Liens (other than Permitted Liens) and

to have a value and utility at least equal to, and be
in as good operating condition as, the item of

I Equipment with respect to which such Event; of Loss
occurred, assuming such item of Equipment was of the

; value and utility and in the condition and repair
1 required by the terms hereof immediately prior to the

occurrence of such Event of Loss; or (II) deposit an
I amount equal to the value of a Replacement Item into a

mutually agreed upon escrow account while such
Replacement Item is being manufactured if such

; manufacture exceeds the period of 60 days; provided
that, if Lessee shall not perform its obligation to
effect such replacement under this clause (A) during

1 the period of time provided herein, then Lessee shall
promptly give notice to Lessor, and shall be deemed

! (whether or not Lessee shall have so given such notice)
1 to have elected to perform the option set forth in

clause (B) below by the date and pursuant to the terms
i specified in said clause. (Notwithstanding such Event

of Loss, Lessee's obligation to pay Basic Payments
shall continue.)

i
(B) On the Casualty Loss Value Date next

j following the earlier of 60 days after the occurrence
! of such Event of Loss and the date of receipt of

insurance proceeds in respect of such occurrence,
I Lessee shall pay Lessor the sum of (i) the Casualty
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Loss Value (computed as of the Casualty Loss Value Date
on which such payment is to be made), plus (ii) all
accrued and unpaid Basic Payments (and/or any pro rata
portion thereof) owing for all Basic Payment Periods
(and/or any pro rata portion thereof) prior to such
Casualty Loss Value Date, plus (iii) all Supplemental
Payments then due and owing. Upon payment in full of
amounts specified in clauses (i) through (iii) of the
preceding sentence, (A) the obligation of Lessee to pay
Basic Payments hereunder, with respect to such item of
Equipment for all Basic Payment Periods commencing
after the occurrence of such Event of Loss shall
terminate, (B) the Term shall end with respect to such
item of Equipment, and (C) Lessor shall transfer to
Lessee, or Lessee's designee, its title to such item of
Equipment.

(ii) Conveyance of Replacement Equipment. Prior
tjo or at the time of any conveyance of a Replacement Item,
Lessee, at its own expense, will furnish, or cause to be
furnished, to the Lessor the following documents which shall
have been duly authorized, executed and delivered by the
riespective parties thereto and shall be in full force and
effect on the date of such conveyance:

(A) with respect to any such Replacement
Item, a full warranty bill of sale and UCC-1 financing
statements, in form and substance satisfactory to
Lessor;

(B) a supplement to this Lease,, and if a
Permitted Sublease is in force and effect to such
Permitted Sublease, in each case in form and substance
satisfactory to such parties covering such Replacement
Item, if any, duly executed by Lessee and the sublessee
under the Permitted Sublease, if any;

(C) such evidence of compliance with the
insurance provisions of this Agreement with respect to
such Replacement Item, as Lessor may reasonably
request, including an independent insurance broker's
report (stating the opinion of such insurance broker
that such insurance complies with the terms of this
Agreement) with certificates of insurance;

(D) an opinion of Lessee's counsel (and such
other opinions or evidence of title as Lessor or its
counsel may reasonably request) to the effect that,
upon such conveyance, Lessor will acquire good and
marketable title to such Replacement Item; free and
clear of all Liens other than Permitted Liens, and that
such Replacement Item will be leased hereunder and
subleased under the Permitted Sublease, if any; and
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I (E) such other documents and evidence with
respect to Lessee as Lessor or its counsel, may
reasonably request in order to establish the

! consummation of the transactions contemplated by this
Section 16 (b) , the taking of all corporate: proceedings

: in connection with and compliance with the conditions
i set forth in this Section 16(b), in each case in form

and substance satisfactory to Lessor.

Upon full compliance by Lessee with the terms of this
Action 16(b), Lessor shall convey to Lessee, at Lessee's cost

aid expense, all of Lessor's right, title and interest, as-is,
wiere-is, without recourse or warranty, express or implied, in
a ad to such replaced item of Equipment, with respect, to which
Event of Loss occurred. Except as provided in Section
16 (b) (i) (B) , no Event of Loss with respect to an ite:m of
Equipment under the circumstances contemplated by the terms of
this Section 16(b) shall result in any reduction in Basic
Payments or Lessee's obligation to pay Basic Payments hereunder.

Lessee further agrees to take such further action as Lessor
nnjay reasonably request with respect to such Replacement Item to
erfect the interest of Lessor in such Replacement Item.

i (c) Application of Other Payments Upon Event of Loss.
AJny payments (including, without limitation, insurance proceeds)
eceiyed at any time by Lessor or by Lessee from any insurer,
governmental authority or other party as a result of the
ccurrence of an Event of Loss will be applied as follows: (i)
ny such payments received at any time by Lessee sheill be
promptly paid to Lessor for application pursuant to the following
provisions of this Section 16(c); (ii) so much of such payments
as shall not exceed the amount of the Casualty Loss Value
equired to be paid by Lessee pursuant to Section 16(b) hereof

sjhall be applied in reduction of Lessee's obligation to pay such
mount, if not already paid by Lessee, or, if already paid by
essee, shall be applied to reimburse Lessee for its payment of
uch amount, unless a Default or an Event of Default shall have
ccurred and be continuing; and (iii) the balance, if any, of
such payments remaining thereafter shall be paid to or retained
ty Lessee, unless a Default or an Event of Default shall have
ccurred and be continuing.

of Loss.
(d) Application of Payments Not Relating to an Event
Any payments (including, without limitation, insurance

proceeds) received at any time by Lessor or Lessee from any
insurer, governmental authority or other party with respect to
ny condemnation, confiscation, theft or seizure of, or
equisition of title to or use of, or loss or damage to, any item

cjif the Equipment not constituting an Event of Loss, will be
pplied directly in payment of repairs or for replacement of
property in accordance with the provisions of Sections 11 and 12
ereof, if not already paid by Lessee, or if already paid by
essee and if no Default or Event of Default shall have occurred
nd be continuing, shall be applied to reimburse Leissee for such
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paymenlt, and any balance remaining after compliance with said
ectiqns 11 and 12 with respect to such loss or damage shall be

p|aid Co or retained by Lessee.

1J7. Insurance.
i

! (a) Coverage. Lessee shall maintain:
i

i (i) property damage insurance with respect to the
Equipment insuring against loss or damage from fire and
riormal extended coverage perils customarily included in
pjolicies available with respect to property comparable to
the Equipment;

i

| (ii) comprehensive general public liability,
including blanket contractual, personal injury, property
damage and loss of use of property of others, insurance
applicable to the Equipment in such amounts usually carried
by Persons in the same industry as Lessee in the same
general region but in any event with a combined single limit
of not less than $25,000,000.00; and

(iii) such other insurance with respect to the
Equipment in such amounts and against such instirable hazards
as is usually carried by Persons in the same industry as
Lessee in the same general region, but any loss of the type
customarily covered by the policies described in Sections
i7(a)(i and ii), whether actually covered in whole or in
p|art by such policies, shall be the responsibility of Lessee
and the absence of such coverage shall not relieve Lessee
from any of its obligations under any of the documents or
agreements related to the Overall Transaction;

ii
grovided. however, that the amount of insurance coverage
pecified in paragraph (i) above with respect to the Equipment
hall jnot in any event be less than the Casualty Loss Value of

tjhe Equipment as it may change from time to time.
!
i

All insurance policies carried in accordance with this
Sjectidn 17 (a) shall be maintained with insurers of recognized
esporisibility and standing in the industry.

ii
Notwithstanding anything to the contrary in this Section 17,

Lessee shall at all times maintain insurance with respect to the
Equipment in accordance with its standard corporate minimum
practice with respect to other similar equipment.

(b) Policy. Any insurance policy maintained by Lessee
pjursua'nt to Section 17 (a) hereof shall:

i i
i (i) specify Lessor as the loss payee with respect
to property damage insurance and as an additional insured
with respect to liability insurance; ;
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(ii) not provide for claims by the insurer of any
claims for insurance premiums or commissions or (if such
p'olicies provide for the payment thereof) additional
premiums or assessments against Lessor;

ii
, (iii) provide that in respect of the interests of
Lessor such property damage policies shall not be
invalidated by any action or inaction of Lessee; or any other
PJerson and shall insure the rights and interests of Lessor
rjegardless of, and any claims for losses shall be payable
notwithstanding any act of negligence, including any breach
o|f any condition or warranty in any policy of insurance, by
Lessee or any other Person;

1 (iv) provide that any cancellation thereof or
material adverse change therein shall not be effective as to
L;essor until at least 30 days after receipt by Lessor of
written notice thereof;

i (v) waive any right of subrogation of the
insurers against Lessor and waive any right of:the .insurers
to any setoff or counterclaim or any other deduction,
whether by attachment or otherwise, in respect of any
liability of Lessor;

(vi) not prohibit that the whole or any part of
the right, title and interest of Lessor or Lessee therein
may be assigned; and

I
j (vii) subject to Section 17(a) hereof, be
reasonably satisfactory to Lessor in all other .material
respects.

(c) Evidence of Insurance. Lessee shall deliver to
2ssor| by the Acceptance Date certificates of insurance
/idencing the provisions described in Sections 17 (a.) and
7 (b) (i-iii, iv and v) hereof executed by the insurer or its duly
ithorized agent.

(d) Annual Insurance Report. By the renewal date of
ekch insurance policy referenced in Section 17(a), and within 30
diys after any material adverse change (including any material
licrease in deductible amounts) in the information set forth in
tie certificates provided pursuant to Section 17(c) hereof,
ssseej shall deliver to Lessor a certificate of insurance with
aspect to the same items as described in Section 17(c).

19. General Tax Indemnity. Lessee agrees to pay, and
indemnify and hold Lessor and its successors and assigns harmless
0:1 an after-tax basis from, any and all Federal, state, local and
foreign taxes, fees, withholdings, levies, imposts, duties,
ssessments and charges of any kind and nature whatsoever,

together with any penalties, fines or interest therein (herein
called!"taxes or other impositions") howsoever imposed, whether
rviedj or imposed upon or asserted against Lessor, Lessee, or any
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item of Equipment, by any Federal, state or local government or
taxing authority in the United States, or by any taxing authority
cr governmental subdivision of a foreign country, upon or with
lespect to (a) any item of Equipment (b) the manufacture,
construction, ordering, purchase, ownership, delivery, leasing,
le-leasing, possession, use, maintenance, registration, titling,
licensing, documentation, return, sale (including, without
limitation, sale to Lessee by Lessor pursuant to the terms
tereof) or other application or disposition thereof,, (c) the
jcaymerits, receipts or earnings arising from the Equipment, or any
Iart, lor (d) this Agreement, the Lease Supplement, or the Basic
Payments and/or Supplemental Payments payable by Lesssee
hereurider; provided, however, that the foregoing indemnity shall
rot ap'ply to any taxes to the extent based upon or measured by
lessor's net income (unless such tax is a Covered Income Tax as
hereinafter defined), and which are imposed or levied by any
federal, state or local taxing authority in the United States.
Eor purposes hereof, a "Covered Income Tax" shall mean an income
tax (including, without limitation, a tax imposed upon gross
income or receipts) imposed on Lessor by any taxing authority
iexcluding the United States Federal government) in whose
jurisdiction, Lessor (including for this purpose all entities
vith which it is combined, integrated or consolidated in such
taxing authority's jurisdiction) would not engage in business,
vould |not maintain an office or other place of business, and
v\ould ;not otherwise be located therein, but for Lessor's role in
the Overall Transaction, the operation of the Equipment in such
jurisdiction, the presence of Lessee or any use of the Equipment
cr the transactions contemplated by this Agreement.

Lessor shall promptly furnish Lessee with copies of any
requests for information received by Lessor from any taxing
authority relating to any taxes or other impositions with respect
to which the Lessee is required to indemnify hereunder, and if a
claim as made against Lessor for any such taxes or other
impositions, with respect to which Lessee is liable for a payment
cr indemnity hereunder, Lessor shall give Lessee prompt notice in
writing at least 45 days prior to the expiration of the time
period for responding to such claim. The indemnity provided by
this Section 18 shall not apply to the extent (i) Lessee is
prevented from raising a challenge to such taxes or other
impositions as a direct result of Lessor's failure to comply with
its obligations set forth in the preceding sentence and (ii) such
taxes jor other impositions, if challenged within an appropriate
period of time, would not have required payment. Lessee may, at
its sole cost and expense, either in its own name or in the name
cf Lessor, contest the validity, applicability or amount of any
such tax or other imposition by means of a Permitted Contest. If
Lessor: shall obtain a refund of any amount paid by Lessee
pursuant to this Section 18, Lessor shall pay to Lessee the
amount of such refund, together with the amount of ciny interest
actually received by Lessor on account of such refund. Lessee
will promptly notify Lessor of all reports or returns required to
be made with respect to any tax or other imposition with respect
to which Lessee is required to indemnify hereunder, and will

i
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promptly provide Lessor with all information necessary for the
naking and timely filing of such reports or returns by Lessor.
3 f Lessor requests that any such reports or returns be prepared
2nd filed by Lessee, Lessee will prepare and file the same if
permitted by applicable law to file the same, and if not so
permitted, Lessee shall prepare such reports or returns for
signature by Lessor, and shall forward the same, together with
immediately available funds for payment of any tax or other
imposition due, to Lessor, at least 10 days in advance of the
c'ate such payment is to be made. Upon written request, Lessee
shall !furnish Lessor with copies of all paid receipts or other
appropriate evidence of payment for all taxes or other
impositions paid by Lessee pursuant to this Section 18. All of
the indemnities contained in this Section 18 shall continue in
full force and effect notwithstanding the expiration or other
termination of the Term and are expressly made for the benefit
cf, and shall be enforceable by, Lessor and each Assignee.ii

19. Indemnification. Lessee hereby assumes liability for,
and does hereby agree, whether or not any of the transactions
contemplated hereby are consummated, to indemnify, protect, save,
defend, and hold harmless Lessor, each Assignee, and their
respective officers, directors, successors, assigns, agents and
servants (each such party being herein, for purpose of this
Section 19, called an "indemnified party") from and against any
and alii obligations, fees, liabilities, losses, damages,
penalties, claims, demands, actions, suits, judgments, costs and
expenses, including, without limitation, reasonable legal
expenses, of every kind and nature whatsoever imposed on,
incurred by, or asserted against any indemnified party, in any
way relating to or arising out of (a) the manufacture,
construction, ordering, purchase, acceptance or rejection,
cwnership, titling or retitling, registration or reregistration,
acceptance, leasing, subleasing, possession, use, operation,
nainte;nance, storage, removal, sale, delivery or other
disposition of the Equipment, or any portion thereof, including,
without limitation, any of such as may arise from (i) loss or
camage; to any property or death or injury to any person, (ii)
patent! or latent defects in any item of Equipment (whether or not
discoverable by Lessee or any indemnified party), (iii) any
claims based on strict liability in tort or otherwise, (iv) any
claims based on patent, trademark or copyright infringement, and
(v) any claims based on liability arising under the applicable
environmental or noise or pollution control law or aregulation,
o) any failure on the part of Lessee to perform or comply with

any of the terms of this Agreement, but excluding any claim based
upon any failure on the part of Lessor to comply with any of
Lessor!'s obligations under this Agreement. Lessee shall not be
required to indemnify any indemnified party for any claims
resulting from acts which would constitute [the willful
irisconduct or gross negligence] of such indemnified party or (c)
any claims, encumbrances, security interests, liens or legal
processes regarding Lessor's title to the Equipment. Lessee
shall igive each indemnified party prompt notice of any
occurrence, event or condition known to Lessee as a consequence

i
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of whilch any indemnified party is or is reasonably likely to be
titled to indemnification hereunder. Lessee shall forthwith

ujpon demand of any such indemnified party reimburse ' such
indemnified party for amounts expended by it in connection with
any of; the foregoing or pay such amounts directly. Lessee shall
be surrogated to an indemnified party's rights in any matter with
respect to which Lessee has actually reimbursed such indemnified
party jfor amounts expended by it or has actually paid such
anounts directly pursuant to this Section 19. In case any
action, suit or proceeding is brought against any indemnified
party ;in connection with any claim indemnified against hereunder,
such indemnified party will, after receipt of notice of the
commencement of such action, suit or proceeding, notify Lessee
tpereof, enclosing a copy of all papers served upon such
indemnified party. Lessee may, and upon such indemnified party's
request will, at Lessee's expense, resist and defend such action,
suit qr proceeding, or at Lessee's option cause the same to be
resisted or defended by counsel selected by Lessee eind consented
to by jsuch indemnified party (such consent not to be; unreasonably
withheld); and in the event of any failure by Lessee to do so,
Lessee shall pay all costs and expenses (including, without
limitation, reasonable attorney's fees and expenses) incurred by
such indemnified party in connection with such action, suit or
proceeding. In no event shall the indemnified party enter into
any settlement of any proceeding unless Lessee shall have
consented to the same in writing. Lessee shall have control of
any defense, and the indemnified party shall take no action
without Lessee's approval. The provisions of this Section 19,
and the obligations of Lessee under this Section 19, shall apply
from t;he date of the execution of this Agreement and shall
survive the expiration or earlier termination of this Agreement
and of the Term.

i

2|0. NO WARRANTIES. LESSOR LEASES THE EQUIPMENT TO LESSEE
ON AN AS-IS, WHERE-IS BASIS AND LESSOR EXPRESSLY DISCLAIMS AND
MAKES ;NO REPRESENTATION OR WARRANTY, EITHER EXPRESSED OR IMPLIED,
AS TO 'ANY MATTER WHATSOEVER, INCLUDING, WITHOUT LIMITATION, THE
EQUIPMENT, THE DESIGN OR CONDITION OF EQUIPMENT, ITS
MERCHANTABILITY, DURABILITY, SUITABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE, THE QUALITY OF THE MATERIAL OR WORKMANSHIP OF
1JHE EQUIPMENT, OR THE CONFORMITY OF THE EQUIPMENT TO THE
iOVISIONS AND SPECIFICATIONS OF ANY PURCHASE ORDER OR ORDERS
SLATING THERETO, OR ANY OTHER MATTER CONCERNING, ANY ITEM OF THE
2UIPMENT OR THE FINANCING THEREOF (WHICH DISCLAIMER LESSEE
2REBY ACKNOWLEDGES). LESSEE HEREBY WAIVES ANY CLAIM (INCLUDING,
J|lTHOqT LIMITATION, INCIDENTAL OR CONSEQUENTIAL DAMAGE) OR

ENSE CAUSED BY ANY ITEM OF THE EQUIPMENT OR BY LESSEE'S LOSS
USE THEREOF FOR ANY REASON WHATSOEVER. WITHOUT LIMITING THE

SNERAliITY OF THE FOREGOING, LESSOR SHALL NOT BE LIABLE OR
2SPONSIBLE FOR ANY DEFECTS, EITHER PATENT OR LATENT (WHETHER OR
)T DISCOVERABLE BY LESSEE), IN ANY ITEM OF THE EQUIPMENT, OR FOR

DIRECT OR INDIRECT DAMAGE TO PERSONS OR PROPERTY RESULTING
IEREFROM, OR FOR LESSEE'S LOSS OF USE OF ANY ITEM OF THE
2UIPMENT OR FOR ANY INTERRUPTION IN LESSEE'S BUSINESS CAUSED BY

LjESSEE'S INABILITY TO USE ANY ITEM OF THE EQUIPMENT FOR ANY
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REASON! WHATSOEVER. So long and only so long as an Event of
Default shall not have occurred and be continuing, and so long
and only so long as all of the Equipment shall be subject to this
Agreement and Lessee shall be entitled to possession of the
Equipment hereunder, Lessor authorizes Lessee, at Le:ssee's sole
expense, to assert for Lessor's account, all rights and powers of
Lessorj under the Purchase Agreement and any other manufacturer's
vendor's or dealer's warranty on any item of Equipment; provided.
however, that Lessee shall indemnify, protect, save, defend and
hold harmless Lessor from and against any and all claims, and all
costs/ expenses, damages, losses and liabilities incurred or
suffered by Lessor in connection therewith, as a result of, or
ipcide'nt to, any action by Lessee pursuant to the foregoing
authorization.

2jl. Lessee's Representations and Warranties.
rjepresents and warrants to Lessor that:

Lessee hereby

i (a) Due Organization and Existence. Lessee is a
corporation duly organized, .validly existing and in good standing
under ithe laws of the state of its incorporation, arid is
qualified to do business in each jurisdiction in which such
qualification is necessary in order for Lessee to Ccirry on its
business and to perform its obligations hereunder, and is in good
tanding under the laws of each jurisdiction in which the failure
o be ;in good standing would have a material adverse effect on

tjhe condition (financial or otherwise) of Lessee;

i (b) Power and Authority. Lessee has the corporate
dower |and authority to execute and perform this Agreement and to
lease 'the Equipment hereunder, and has duly authorized the
execution, delivery and performance of this Agreement, the Lease
uppl^ment and the other related instruments and documents;

i
i
! (c) Due Authorization. The leasing of the Equipment

fjrom L|essor by Lessee, the execution and delivery of this
Agreement, the Lease Supplement, each other related instrument,
document and agreement, and the compliance by Lessee with the
terms 'hereof and thereof, and the payment and performance by
Lessee of all of its obligations hereunder and thereunder (i) has
teen duly and legally authorized by appropriate corporate action
taken ;by Lessee, (ii) is not in contravention of, and will not
result in a violation or breach of, any of the terms of Lessee's
rticles of incorporation, by-laws or of any provisions of any
greements relating to shares of the capital stock of Lessee, and
(iii) Iwill not violate or constitute a breach of any provisions
cf applicable law, any applicable order of any court or other
gency of government, or any indenture, agreement.or other
instrument to which Lessee is a party, or by or under which
lessee or any of Lessee's property is bound, or be in conflict
vith, result in a breach of, or constitute (with due notice
and/or lapse of time) a default under any such indenture,
greenient or any instrument, or result in the creation or
imposition of any Lien upon any of Lessee's property or assets;
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i (d) Enforceabilitv. This Agreement and the Lease
Supplement have been executed by the duly authorized officer or
ffice'rs of Lessee and delivered to Lessor and constitute, the
egal,i valid and binding obligations of Lessee, enforceable in
ccordance with their terms;

j

i (e) No Consents. Neither the execution cind delivery
f thi|s Agreement or the Lease Supplement by Lessee nor the

payment and performance by Lessee of all of its obligations
hereunder and thereunder, nor the sale of the Equipment by any
elleri to Lessor for the purpose of leasing the same to Lessee

under |this Agreement requires the consent or approval of, the
giving of notice to, the registration, filing or recording with
or the; taking of any other action in respect of, any Federal,
state,' local or foreign government or governmental ciuthority or
a gency;

i (f) No Liens. No mortgage, deed of trust, or other
LJien (jother than the Lien granted to Lessor hereunder) which now
covers; or affects, or which may hereafter cover or affect, any
property or interest therein of Lessee, now attaches or hereafter
will attach to any item of Equipment, or in any manner affects or
will a'ffect adversely Lessor's rights and interests therein;

; (g) Financial Statements. All balance sheets,
tatements of profit and loss and other financial delta that have
een delivered to Lessor with respect to Lessee (i) are complete

ajnd correct in all material respects, (ii) accurately present the
financial condition of Lessee on the dates for which, and the
results of its operations for the periods for which, the same
have been furnished and (iii) have been prepared in accordance
with generally accepted accounting principles consistently
followed throughout the periods covered thereby; all balance
sheets disclose all known material liabilities, direct and
contingent, as of their respective dates, and there has been no
change in the condition of Lessee, financial or otherwise, since
the date of the most recent financial statements delivered to
Lessor with respect to Lessee other than changes in the ordinary
course of business, none of which changes, either separately or
in the aggregate, has been materially adverse;

i (h) No Litigation. There is no litigation or any
cither 'proceedings now pending or, to the knowledge of Lessee
threatened, against or affecting Lessee, in any court or before
any regulatory commission, board or other administrative
governmental agency which would directly or indirectly, adversely
ffect or impair the title of Lessor to the Equipment, or which,

i]n the| reasonable opinion of Lessee's management, ±& likely to
ffect materially and adversely, the business, operations or
condition of Lessee (financial or otherwise), other than as
djiscldsed in Lessee's financial statements;

! (i) Income Tax Return. Lessee has filed all United
States, income tax returns which are required to be filed, and has
paid, |or made provisions for the payment of, all taxes which have

i
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or may, become due pursuant to said returns or pursuc<.nt to any
assessment received by Lessee, except such taxes, if any, as are
eing 'contested by means of a Permitted Contest;

I (j) ERISA. Lessee has not entered into the Overall
Transaction, directly or indirectly, in connection with any
arrangement in any way involving any employee benefit plan or
related trust to which it is a party in interest, all within the
meaning of the Employment Retirement Income Security Act of 1974,
as amended ("ERISA"), and the Internal Revenue Code of 1986, as
a nende'd ;

! (k) Investment Company. Lessee is not an "investment
cjompany", or a company "controlled" by an "investment company",
within the meaning of the Investment Company Act of 1940, as
a mended ;

i (1) Taxes . All sales, use, documentation or similar
tlaxes,; fees or other charges due and payable prior to or as of
the date hereof have been paid to the extent such are in
connection with the sale to and purchase by Lessor of the
Equipment and/or the leasing of the Equipment by Lessor to

sseej;
i
; (m) No Offer to Sell or Assign. Lessee has not

cjffered any interest in this Agreement, the Payments, or the
Equipment or any similar security for sale to, or solicited
offers to buy any thereof from, or otherwise approached or
negotiated with respect thereto with, any prospective purchaser,
ether jthan Lessor and as to Lessor, after reasonable inquiry,
lessee does believe that Lessor has such knowledge and experience
in financial and business matters that it is capable of
evaluating the merits and risks of such an investment; and

Invoices . Lessee shall promptly deliver or cause
do be 'delivered to Lessor true, correct and complete copies of
11 acceptance certificates for the Equipment and all invoices
for the Equipment. Such invoices shall be delivered within 30
cays of the closing for each delivery of Equipment.

22. Events of Default. Any of the following events shall
constitute an "Event of Default" (whether any such event shall be
•voluntary or involuntary, or come about or be effected by
cperation of law or pursuant to or in compliance with any
judgment, decree or order of any court or any order,, rule or
regulation of any administrative or governmental body) :

(a) Payment . Lessee shall fail to make (:L) any Basic
payments within 5 days after the same is due and payable or (ii)
ny Supplemental Payment within 10 days after receipt of written

rjotice to Lessee that the same is due and payable; or

(b) Certain Covenants . Lessee shall fail to observe
dr perform any of the covenants or agreements of Lessee set forth
djn Sections 6, 8, 14 (a) , 14 (c), 15, 17 or 29 hereof; or

I
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i (c) Other Covenants. Lessee shall fail to perform or
oDserve any other covenant, express condition, or agreement to be
srformed or observed by it under this Agreement, or in any
jreement or certificate furnished to Lessor in connection
srewith, and such failure shall continue unremediecl for 60 days
Eter written notice to Lessee specifying such failure and
manding the same to be remedied; provided, however. that if
essee' shall have undertaken to cure any such failure and,

notwithstanding the reasonable diligence of Lessee in attempting
to cure such failure, such failure is not cured within said 60
day period but is curable with future due diligence, there shall
exist :no Event of Default under this Section 22 for such further
time, :not to exceed 90 days, as may reasonably be required to
ffect such cure, so long as Lessee is proceeding with due

diligence to cure such failure; or
!

! (d) Default under Other Documents. Lessee shall be in
efault under any lease, loan agreement or other agreement,
nstrument or document, now or hereafter entered into between
essee and Lessor; or

• (e) Bankruptcy; Insolvency. Lessee shall become
nsolvent or bankrupt or make an assignment for the benefit of
dreditors or consent to the appointment of a trustee or receiver;
era trustee or a receiver shall be appointed for Lessee or for a
substantial part of its property without its consent and shall
rot be dismissed for a period of 60 days; or any petition for the
elief, reorganization or arrangement of Lessee or any other
etition in bankruptcy or for the liquidation, insolvency or
dissolution of Lessee shall be filed by or against Lessee and, if
filed'against Lessee shall be consented to or be pending and not
dismissed for a period of 60 days; or an order for relief under
ny bankruptcy or insolvency law shall be entered by any court or
governmental authority of competent jurisdiction with respect to
essee; or any execution or writ of process shall be issued under
ny action or proceeding against Lessee whereby any item of

I quipment may be taken or restrained; or Lessee's corporate
existence shall cease; or Lessee shall, without Lessor's prior
written consent, sell, transfer or dispose of, or pledge or
therwise encumber, all or substantially all of its assets or
property, or consolidate or merge with any other entity, or
engage in any form of corporate reorganization; or

(f) Misrepresentation. Any representation, warranty,
tatement or certification made by Lessee under thiis Agreement or
n the Lease Supplement or in any document or certificate
furnished to Lessor in connection herewith or pursuant hereto)
shall prove to be untrue or incorrect when made in any material
espect, or shall be breached in any material respect.

i

23. Remedies Upon Default. Upon the occurrence of any
I vent of Default, and at any time thereafter so long as the same
sshall.be continuing, Lessor may exercise one or more of the
ollowing remedies with respect to the Equipment or any part
hereof as Lessor in its sole discretion shall elect:
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(a) Return of Equipment. Lessor may cause Lessee,
ujbon the demand of Lessor and at Lessee's expense, to, and Lessee
siiall, promptly return the Equipment (or any item thereof) as
;ssor may demand to Lessor at such location in the continental

Uiited States as selected by Lessor in the manner and condition
squired by, and otherwise in accordance with all the provisions
E, Section 6 hereof as if the Equipment were being returned at

tie end of the Term; or Lessor, at its option, may enter upon the
remises where the Equipment is located or believed to be located
id take immediate possession of and remove the Equipment (or any
::ems thereof) without the necessity for first instituting
roceedings, or by summary proceedings or otherwise, and Lessee

siall comply therewith, all without liability to Lessor for or by
sason for such entry or taking possession, excluding damage to
roperty caused by such taking or otherwise;

(b) Sell. Use. Lease or Otherwise Employ Equipment.
essor may (i) sell or otherwise dispose of the Equipment, at

public or private sale and with or without notice to Lessee or
dvertisement, as Lessor may determine or (ii) hold, use,

operate, lease to others or keep idle all or any part of the
Equipment as Lessor, in its sole discretion, may determine, in
the case of (i) or (ii) of this Section 23(b) free and clear of
ny rights of Lessee except as hereinafter set forth in this
ection 23 and without any duty to account to Lessee with respect
to such action or inaction or for any proceeds with respect
tlereto except to the extent required by Section 23(d) hereof in
the event Lessor elects to exercise its rights under said Section
3(d) in lieu of its rights under Section 23(b) hereof;

(c) Excess of Casualty Loss Value over Fair Market
ales Value. Whether or not Lessor shall have exercised, or
sjhall thereafter at any time exercise, any of its rights under
ections 23(a) or (b) hereof with respect to the Equipment,
essor, by notice to Lessee specifying a payment date not earlier
han the next Basic Payment Date, may cause Lessee to pay to
essor, and Lessee shall pay to Lessor, on the payment date
pecified in such notice, as liquidated damages for loss of a

Bargain and not as a penalty, any Basic Payments with respect to
he Equipment due on or before such payment date plus an amount
qual to the excess, if any, of (i) the Casualty Loss Value for
he Equipment, determined as of such payment date over (ii) the
air Market Sales Value for such Equipment, computed as of the
payment date specified pursuant to this Section 23(c), together
with interest, to the extent permitted by applicable law, at the
Overdue Rate on the amount of such excess, if any, from such
payment date specified pursuant to this Section 23(c), to the
date of actual payment of such amount;

(d) Excess of Casualty Loss Value over Sales Proceeds.
n the event Lessor, pursuant to Section 23(b) hereof, shall have
old the Equipment, Lessor in lieu of exercising its rights under
ection 23(c) hereof with respect to the Equipment, may, if it

sshall so elect, cause Lessee to pay Lessor, and Lessee shall pay
o Lessor, on the date of such sale, as liquidated damages for
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:>ss of a bargain and not as a penalty (in lieu of the Basic
lyments for the Equipment due after the date on which such sale
:curs but in addition to any Basic Payments for the Equipment

die on or up to the date on which such sale occurs), the amount
E any deficiency of the net proceeds of such sale below the
asualty Loss Value of the Equipment, determined as of the date
E such sale, together with interest, to the extent permitted by
pplicable law, at the Overdue Rate on the amount of such
sficiency from the date as of which such Casualty Loss Value is
stermined to the date of actual payment; or

(e) Rescission. Rescind this Agreement as to the
guipment or exercise any other right or remedy which may be
vailable under applicable law or proceed by appropriate court
ction to enforce the terms hereof or to recover damages for the
reach hereof.

In addition, Lessee shall be liable for any and all
upplemental Payments due hereunder before or after any
ermination hereof, including all costs and expenses (including,
ithout limitation, reasonable attorney's fees and disbursements)
ncurred by reason of the occurrence of any Event oJ: Default or

exercise of Lessor's remedies with respect thereto including
11 costs and expenses incurred in connection with the return of
he Equipment in accordance with the terms of Section 6 hereof or
ny appraisal of the Equipment. At any sale of the Equipment,
essor may bid for and purchase such property. Except as
therwise expressly provided above, no remedy referred to in this
ection 23 is intended to be exclusive, but each shall be
umulative and in addition to any other remedy referred to above
r otherwise available to Lessor at law or in equity; and the
xercise or beginning of exercise by Lessor of any one or more of
uch remedies shall not preclude the simultaneous or later
xercise by Lessor of any or all such other remedies. No express
r implied waiver by Lessor of any Event of Default hereunder
lall in any way be or be construed to be, a waiver of any future
r subsequent Event of Default.

24. Lessor's Right to Perform for Lessee. If Lessee fails
o make any Supplemental Payment required to be made by it
ereunder or fails to perform or comply with any of its
greements contained herein, Lessor may itself, make such payment
r perform or comply with such agreement, and the amount of such
ayment and the amount of the expenses of Lessor incurred in
onnection with such payment or the performance of or compliance
ith such agreement, as the case may be, together with interest
hereon at the rate specified in Section 25 hereof, shall, if not
aid by Lessee to Lessor on demand, be deemed a Supplemental
ayment hereunder; provided. however, that no such payment,
erformance or compliance by Lessor shall be deemed to cure any
vent of Default hereunder.

25. Late Charges. Lessee shall pay to Lessor, upon demand,
o the extent permitted by applicable law, interest on any Basic
ayment not paid when due, and on any Supplemental Payment or
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her ;amount payable under this Agreement which is riot paid when
e, for any period for which any of the same is overdue (without
gard to any grace period) at a per annum rate equal to the
sser' of the Transaction Rate plus 100 basis points (computed on
.e basis of the actual number of days elapsed over a year of 360

djays) and the highest per annum interest rate permitted by law.

2:6. Further Assurances. Lessor and Lessee agree to
operate in good faith and to execute and deliver such documents
id further assurances consistent with and in clarification of
le characterization and intent of the parties with respect to

Overall Transactions.

27. Lessee's Payment of Lessor's Expenses. Lessee further
jrees, whether or not the transaction contemplated hereby is
nsummated, to pay the reasonable fees and expenses of Moore &
an Allen, Lessor's special counsel, not to exceed $7500, and the
sasonable fees and expenses of Lessor's ICC counsel, incurred in
nnection with the preparation and negotiations of this

Agreement and the documents related hereto.

28. Notices. All notices provided for or required under the
arms and provisions hereof shall be in writing, and any such

notice shall be deemed given when personally delivered or when
^posited with a nationally recognized overnight delivery
arvice, with the cost therefor prepaid, or in the United States

mills,: with proper postage prepaid, for first class certified
mail, return receipt requested, addressed (a) if to Lessor or
sssee, at their respective addresses as set forth herein or at
ach other address as either of them shall, from time to time,
ssignate in writing to the other, and (b) if to any Assignee, to

tie address of such Assignee as such Assignee shall designate,
rom time to time, in writing to Lessor and Lessee.

If to Lessor:

If to Lessee:

NationsBanc Leasing Corporation
of North Carolina

NationsBank Corporate Center
100 North Tryon Street, NC1007-12-01
Charlotte, North Carolina 28255-0001
Attention: James T. Shaw, Jr.

Vice President

Northern States Power Company
414 Nicollet Mall
Minneapolis, Minnesota 55401
Attention: Manager, Fuel Resources

29. Lessee's End of Term Purchase Option.

(a) Lessee Purchase or Third Party Purchase. If this
Agreement shall not have been earlier terminated, Lessee, upon
ritteh notice to Lessor delivered not later than the Option
Lection Notice Date, shall elect one of the options described in
actions 29(b or c) hereof; provided. that Lessee shall be deemed

to have elected the option described in Section 29 (b) hereof if
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Lessor does not receive such notice by the Option Election Notice
Date and Lessor shall not be bound by Lessee's election of the
option described in Section 29(c) hereof if a Default or Event of
Default is continuing at the Expiration Date; provided, further
that such election by Lessee once made shall be irrevocable.

; (b) Lessee's Purchase. On the Expiration Date, Lessee
shall purchase all (but not less than all) of the Equipment for
an amount equal to fifty percent (50%) of Acquisition Cost.
ssee shall also pay to (i) Lessor all other Basic Payments and

(|ii) the appropriate parties all other Supplemental Payments then
e and owing and all Sales Expenses. Lessor's sale of the
ipment shall be on an as-is, where-is basis, without recourse

|o or warranty by Lessor. If Lessee has exercised its purchase
tiori, but has not prior to or on the Expiration Dcite paid all
ounts for which it is obligated under this Section 29(b), then

iJessor in its sole discretion may elect to refuse to sell the
Equipment to Lessee.

(c) Third Party Purchase. Lessee shall solicit bona
flide bids for the Equipment from prospective purchasers who are
financially capable of purchasing the Equipment. If Lessee so
elects and Lessor agrees, Lessor, acting as Lessee's agent, shall
solicit such prospective purchasers for the Equipment. All bids
received by Lessee or Lessor prior to the end of the Term shall
te immediately certified to the other in writing, setting forth
the amount of such bid and the name and address of the person or
entity submitting such bid. If any bid is received from a bona
fide prospective purchaser for an amount in excess of the Maximum
essor Risk Amount, or if Lessor agrees in its reasonable
iscretion to accept a bid for less than the Maximum Lessor Risk

Amount, then on the Expiration Date (i) Lessor shall sell the
Equipment on an as-is, where-is basis, without recourse or
warranty, to the highest bidder, (ii) such bidder shall pay
essor the bid amount solely for the account of Lessor, (iii)
essee shall pay, or cause to be paid, all Basic Payments and
upplemental Payments then due and owing and all Sales Expenses
nd (iv) Lessor shall promptly transfer title to the Equipment to
uch bidder. If Lessor (X) does not receive any bid in excess of
the Maximum Lessor Risk Amount from a bona fide prospective
purchaser and does not accept any bids received for less than the
lYaximum Lessor Risk Amount, or (Y) does not receive the bid
amount from the third party purchaser on or prior to the
Expiration Date, then on the Expiration Date, Lessee shall pay
essor the Maximum Lessee Risk Amount (and all amounts referenced
n Section 29(c)(iii)) and Lessor shall retain title to the
quipment.

(d) End of Term Adjustment. If the Net Proceeds of
ale are more than fifty percent (50%) of the Acquisition Cost,
essor shall, on the Expiration Date, pay Lessee an amount equal
o such excess as an adjustment to the Payments payable under
his Agreement, provided that Lessor shall have the right to
ffset against such adjustment payable by Lessor, any amounts
hen due and payable from Lessee to Lessor. If the Net Proceeds
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cf Sale are less than fifty percent (50%) of the Acquisition
Cost, !Lessee shall, on the Expiration Date, pay to Lessor, an
amount equal to such deficiency as an adjustment to the Payments
payable under this Agreement, but in no event shall the amount
lessee is required to pay Lessor with respect to such deficiency
exceed the Maximum Lessee Risk Amount.

30. Federal Tax Consequences. It is expressly agreed that
for Federal income tax purposes the parties entered into the
transaction contemplated by this Agreement intending such
transaction to be characterized as a mere financing and for
lessee to be considered the owner of the Equipment for such tax
purposes; provided, however. Lessor makes no representation or
varranty as to the availability of such tax treatment.
Consistent with this, Lessee intends to claim the cost recovery
deductions associated with the Equipment, and Lessor agrees not
to take an inconsistent position on its Federal income tax
ieturns.

31. Financial Information. Lessee agrees to furnish Lessor
la) as soon as available, and in any event within 120 days after
the last day of each fiscal year of Lessee, a copy of the
c onsolidated balance sheet of Lessee and its consolidated
subsidiaries as of the end of such fiscal year, and related
c onsolidated statements of income and retained earnings of Lessee
end its consolidated subsidiaries for such fiscal year, certified
by an;independent certified public accounting firm of recognized
standing, each on a comparative basis with corresponding
statements for the prior fiscal year, or a copy of Lessee's Form
: 0-K filed with the Securities and Exchange Commission for such
1iscal year (if Lessee is subject to the reporting requirements
x.nder the rules and regulations promulgated by the Securities and
Ilxchange Commission) , and (b) within 60 days after the last day
of each fiscal quarter of Lessee (except the last such fiscal
quarter), a copy of the balance sheet as of the end of such
quarter, and statement of income covering the fiscal year to date
of Lessee and its consolidated subsidiaries, each on a
comparative basis with the corresponding period of the prior
year,|all in reasonable detail and certified by the treasurer or
principal financial officer of Lessee, or a copy of Lessee's Form
:.0-Q filed with the Securities and Exchange Commission, all such
other financial statements and reports as Lessee shall send to
t.he Securities and Exchange Commission.

32. Miscellaneous. Any provision of this Agreement which
:.s prohibited or unenforceable in any jurisdiction shall, as to
ssuch jurisdiction, be ineffective to the extent of such
prohibition or unenforceability without invalidating or
diminishing Lessor's rights under the remaining provisions
hereof, and any such prohibition or unenforceability in any
; urisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction. No term or provision of
t:his Agreement may be amended, altered, waived, discharged or
terminated orally, but only by an instrument in writing signed by
a duly authorized officer or the party against which the
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enforcement of the amendment, alteration, waiver, discharge or
ermination is sought. A waiver on any one occasion shall not be

construed as a waiver on a future occasion. All of the
covenants, conditions and obligations contained in this Agreement
shall be binding upon and shall inure to the benefit of the
espective successors and assigns of Lessor and (subject to the
restrictions of Section 14(a) hereof) Lessee. This Agreement,
the Lease Supplement and each related instrument, document,
agreement and certificate collectively constitute the entire
agreement of Lessor and Lessee with respect to the financing of
the Equipment, and cancels and supersedes any and all prior oral
:r written understandings with respect thereto. This Agreement
shall in all respects be governed by, and construed in accordance
with, :the laws of the State of North Carolina, including all
natters of construction, validity and performance. This
Agreement may be executed in as many counterparts ass shall be
etermined by the parties hereto when so executed, each such
counterpart shall be binding on both parties hereto,
notwithstanding that both parties are not signatories to the same
counterpart.

33. Interest Rate Calculations. All rate calculations made
pursuant to this Agreement (including, without limitation, any
calculation of the Overdue Rate) shall be computed on the basis
f the actual number of days elapsed over a year of 360 days.

34. Acceptance of Equipment Referenced in Purchase
Agreement. Lessee hereby agrees on or prior to the Acquisition
EJxpiration Date to accept delivery of all items of the Equipment
eferenced in the Purchase Agreement and to have all such

Ejquipment subj ected to the terms of this Agreement.
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] lame: _
Vitle: Secretary

Corporate Seal)

IN WITNESS WHEREOF, the parties hereto have caused this
Iquipment Lease Agreement to be executed by their duly authorized
epresentatives as of the date first above written.

NATIONSBANC LEASING CORPORATION OF
NORTH CAROLINA

By:
Name:
Title:

.TTEST:

NORTHERN STATES POWEB, COMPANY
s

By; ^
Name; /r Craig j. Blair
Title: Executive Vice President

TTEST-

lame/: Chandra Houston
Assistant Secretary

Corporate Seal)

COUNTERPART NO. OF SERIALLY NUMBERED MANUALLY EXECUTED
COUNTERPARTS. TO THE EXTENT IF ANY THAT THIS DOCUMENT
CONSTITUTES CHATTEL PAPER UNDER THE UNIFORM COMMERCIAL CODE, NO
SECURITY INTEREST IN THIS DOCUMENT MAY BE CREATED THROUGH THE
RANSFER AND POSSESSION OF ANY COUNTERPART OTHER TKtAN COUNTERPART
. 1.
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•STA:

. COUIJTY OF HENNEPIN

County
personally came before me this day and acknowledged that (s)he is
Assistant Secretary of Northern States Poweg- Company,, a Minnesota
corporation, and that by authority duly given and as the act of

corporation, the foregoing instrument was signed in its name
ts Executive V .President, sealed with its corporate seal and

by Chandra Houston _ as its Assistant _
Secretary.

the
by i
attested'

of

My Commission Expires:

(Notary Public)

'E OF! MINNESOTA

I, ; Joyce A. Gasca , a Notary Public of the
aiid State aforesaid, certify that Chandra Houston

WITNESS my hand and official stamp or seal, this
November , 19 92 .

day

// /Notary Public

JOYCE A. GASCA
NOTARY PUBLIC-MINNESOTA

HENNEPIN COUNTY
lunell.1998:



: Schedule A

I Basic Payment Factor
i
The Basic Payment Factor shall be expressed as a percentage

f Acquisition Cost and shall be set on the date of commencement
f the Term for the items of the Equipment referenced in the

particular Lease Supplement executed in connection with such
terns lof the Equipment. The Basic Payment Factor for the

EJquipitient shall equal the Transaction Rate, in effect on the date
f commencement of the Term for such Equipment, plus 93 basis

pjoints1. For illustrative purposes only, if the Terra for any item
f the Equipment had commenced on September 1, 1992, the Basic
Payment Factor for such Equipment would have equalled 7.01% per
nnum.l
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Schedule B

Casualty Loss Value

The Casualty Loss Value shall be expressed as a
ercentage of Acquisition Cost and shall be set on the date of

t of the Term for the items of the Equipment
eferenced in the particular Lease Supplement executed in

. with those items of the Equipment. The parties
ecognize and agree that the Casualty Loss Value may vary for

items of the Equipment based on the variance in the
Transaction Rate on the date of commencement of the Term for such

of Equipment. The schedule set forth below is provided for
purposes only and references the Casualty Loss Value

ercentages that would have applied if the date of commencement
f the Term for certain items of Equipment occurred on September

terns
illustrative

1992

Casualty Loss
Value Date

September 30, 1992
October 31, 1992
November 30, 1992
December 31, 1992
January 31, 1993
February 28, 1993
March 31, 1993
April 30, 1993
May 31, 1993
June 30, 1993
July 31, 1993
August 31, 1993
September 30, 1993
October 31, 1993
November 30, 1993
December 31, 1993
January 31, 1994
February 28, 1994
March 31, 1994
April 30, 1994
May 31, 1994
June 30, 1994
July 31, 1994
August 31, 1994
September 30, 1994
October 31, 1994
November 30, 1994
December 31, 1994
January 31, 1995
February 28, 1995
March 31, 1995
April 30, 1995
May 31, 1995

Casualty Loss Value*

101.
100.
100.
99.
99.
99.
98.
98,
97,
97.
96.
96,
96,
95.
95,
94.
94.
94.
93.
S3.
52.
92.
91.
91,
90,
90.
90.
89.
89.
88.
88,
87,
87.

000000
610149
218020
823600
426877
027836
626464
222747
816672
408225
997391
584158
168511
750435
329918
906944
481499
053568
623138
190194
754720
316703
876126
432976
987238
538895
087933
634337
178092
719181
257589
793300
326300
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June 30, 1995
July 31, 1995
August 31, 1995
September 30, 1995
October 31, 1995
November 30, 1995
December 31, 1995
January 31, 1996
February 28, 1996
March 31, 1996
April 30, 1996
May 31, 1996
June 30, 1996
July 31, 1996
August 31, 1996
September 30, 1996
October 31, 1996
November 30, 1996
December 31, 1996
January 31, 1997
February 28, 1997
March 31, 1997
April 30, 1997
May 31, 1997
June 30, 1997
July 31, 1997
August 31, 1997
September 30, 1997
October 31, 1997
November 30, 1997
December 31, 1997
January 31, 1998
February 28, 1998
March 31, 1998
April 30, 1998
May 31, 1998
June 30, 1998
July 31, 1998
August 31, 1998
September 30, 1998
October 31, 1998
November 30, 1998
December 31, 1998
January 31, 1999
February 28, 1999
March 31, 1999
April 30, 1999
May 31, 1999
June 30, 1999
July 31, 1999
August 31, 1999
September 30, 1999
October 31, 1999
November 30, 1999
December 31, 1999

86.856571
86.384099
85.908866
85.430857
84.950056
84.466447
83.980012
83.490735
82.998601
82.503591
82.005690
81.504880
81.001145
80.494467
79.984829
79.472214
78.456604
77.937983
77.416332
76.891633
76.363870
75.833023
75.299075
74.762009
74.221804
73.678445
73.131911
72.582184
72.029246
71.473078
70.913661
70.350976
69.785004
69.215726
68.643122
(58.067174
67.487861
66.905163
66.319062
65.729537
65.136568
64.540136
153.940219
63.336797
(52.729851
62.119359
(51.505301
(50.887655
60.266402
59.641519
59.012986
58.380781
57.244884
56.605271
55.961922
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January 31, 2000
February 28, 2000
March 31, 2000
April 30, 2000
May 31, 2000
June 30, 2000
July 31, 2000
August 31, 2000
September 30, 2000

55
54
54
53
52
52
51
50

,314815
,663928
,009238
,350724
688363
,022133
352011
,677974

50.000000

Expressed as a percentage of Acquisition Cost.
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Schedule C

The Maximum Lessee Risk Amount and the Maximum Lessor Risk
Ajnount shall be specified on the respective Lease Supplement
executed on the date of commencement of the Term for the various
:ems of the Equipment.

AR 1\G:\OOCS\GAH\BANKING\44836 1



EXHIBIT A

The Equipment shall include the various items referenced
;low as the "Trinity Coal Cars" which shall be subjected to the
srms of this Agreement pursuant to the execution of Lease
ipplements from time to time and may also include ether

equipment as may be subjected to the terms of this Agreement
pirsuant to the execution of a Lease Supplement in connection
t lerewith.

cinity Coal Cars:

155 cubic foot, 5 pocket, serial number and body-steel
uhderframe mechanized rapid discharge II coal cars, Trinity
=sign number HK-40123 dated June 12, 1992, NSPX 92-001 through
2-135.
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I Exhibit B
j
i

j LEASE SUPPLEMENT AND ACCEPTANCE CERTIFICATE

This Lease Supplement and Acceptance Certificate is dated
j ' , and is executed by NATIONSBANC LEASING CORPORATION

CjF NORTH CAROLINA, a North Carolina corporation ("Lessor") and
NORTHERN STATES POWER COMPANY, a Minnesota corporation ("Lessee")
pursuant to Section 4 of the Equipment Lease Agreement, dated as
f November 2, 1992 between Lessee and Lessor (the "Agreement").
^11 capitalized terms used herein but not defined herein shall
have t!he meanings given to such terms in the Agreement.

ii
Lessee hereby acknowledges and agrees that the equipment

specified on Annex A to this Lease Supplement and Acceptance
ertificate (the "Equipment") has been delivered to Lessee on the

djate hereof at the delivery place described below, and that, as
etween Lessor and Lessee, the Equipment (a) has been inspected

tlo the complete satisfaction of Lessee, (b) is in good operating
rder,! repair and condition, (c) is of a size, design, capacity
and manufacture selected by Lessee, (d) is suitable for Lessee's
purposes, (e) has been unconditionally accepted by Lessee on the
date hereof, for all purposes of the Agreement, and (f) is
subject to all of the terms, conditions and provisions of the
Agreement. Lessee further acknowledges, agrees and certifies
that Lessor has made no warranty, express or implied, with
espect to the Equipment and that the insurance policies,
certificates or other documents evidencing the coverages required
under Ithe Agreement have been delivered to Lessor.

L!essee hereby leases from Lessor the Equipment upon and
ubjedt to all of the terms, conditions and provisions of the

Agreement, and Lessor and Lessee further agree and state as
fpilows:

Delivery Place for the Equipment: Chicago, Illinois.
i

The Acquisition Cost is $ .

The Term for the Equipment commences on
ad ends on , both dates inclusive, unless

sooner' terminated in accordance with the provisions of the
Agreement.

The Basic Payment for the Equipment for each monthly period
E thej Term is in an amount equal to the Basic Payment Factor

miltiplied by the Acquisition Cost.

The Maximum Lessee Risk Amount is
2rcentage of Acquisition Cost.

i
The Maximum Lessor Risk Amount is

srcentage of Acquisition Cost.

expressed as a

expressed as a
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lease
their
v ritten.

IN WITNESS WHEREOF, the parties hereto have caused this
Supplement and Acceptance Certificate to be executed by
duly authorized representatives as of the date first above

NATIONSBANC LEASING CORPORATION OF
NORTH CAROLINA

By:
Name:
Title:

NORTHERN STATES POWER COMPANY

By:
Name:
Title:
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Annex A

Equipment Description
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